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DISCUSSION SHEET 
 


Employees’ Retirement Fund 
Board of Trustees Meeting 


 
September 10, 2019 


 
 


Issue:   Fiscal Year 2018-2019 Budget Amendments 
 
Attachment:  2018-2019 Expenditure Budget Report 
 
Discussion: The current fiscal year budget is from 10/1/18 to 9/30/19. 
 


Overall, the proposed budget amendment will have no net 
change to the budget. The budget amendment will only 
reallocate costs.  
 
Highlights include: 
 


• Temporary help services increased due to fill staff 
vacancies 


• Meter postage decreased due to the use of email 
communications 


• Copier charges decreased because the copiers were 
replaced 


• Rent is increasing due to the payment of September 
2018 bill paid in October 2018.  


• Legal fees increased due to litigation fees.  
• Pension Benefit Information increased due to the use 


of advanced tools for tracking deceased members. 
• Investments decreased due to lower assets under 


management than expected due to 4Q 2018. 
 
Please refer to the attachment for additional details related 
to the proposed budget amendment. 
 
 


Recommendation: Approve the proposed budget amendments for FY 2018-
2019.   


 
Suggested motion for the approval is as follows:  Move 
approval of the proposed FY 2018-2019 budget 
amendments reallocating line item budgets as attached to 
this discussion sheet and authorize the Executive Director to 
administer the budget. 
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		September 10, 2019






EMPLOYEES' RETIREMENT FUND
EXPENDITURE BUDGET
Fiscal Year 2018-19 Budget


Expenditures 
Through 
6/30/19


Approved 
Budget


Proposed 
Budget 


Amendments
Amended 
Budget


ADMINISTRATIVE
Salaries 2,248,054$      3,225,100$      3,225,100$      
Merits -                     106,600            106,600            
Service Incentive Pay 2,736                2,600                2,600                
Lump Sum Pay 25,203              164,900            164,900            
Pensions 309,882            721,000            721,000            
Flexible Benefits 148,916            245,100            245,100            
FICWA/Medicare 30,161              47,300              47,300              
Workers' Compensation -                     8,200                8,200                
Temporary Help Services 264,019            251,600            140,000            391,600            


Supplies 23,220              35,000              35,000              
Food Supplies 18,838              25,000              25,000              
Meter Postage 18,065              50,000              (20,000)             30,000              
Printing/Communication 59,187              65,000              65,000              
Copier 827                    13,400              (10,000)             3,400                
Property Insurance -                     8,000                8,000                
Liability Insurance 184,165            190,000            190,000            
Membership Dues 13,224              22,800              22,800              
Subscriptions 2,805                1,900                1,500                3,400                
Professional Development/Travel 110,533            180,000            180,000            
Reimbursement for Vehicle Use 1,028                500                    500                    
Data and Telecommunications Services 118,046            316,000            316,000            
Rent 366,467            435,000            50,000              485,000            
Parking and Public Transportation 10,020              10,000              10,000              


Legal 765,401            600,000            550,000            1,150,000        
Accounting 51,335              61,800              61,800              
Audit 10,000              47,900              47,900              
Actuary 76,188              73,100              73,100              
Election 17,542              17,800              17,800              
Other 17,500              20,000              20,000              


Total Administrative 4,893,362       6,945,600       711,500          7,657,100       


BENEFITS MANAGEMENT
Disabilities/Continuations/Etc 12,573              25,000              25,000              
Pension Benefit Information 7,987                1,000                9,000                10,000              


Total Benefits Management 20,560             26,000             9,000               35,000             


INVESTMENTS MANAGEMENT
Manager Fees 6,119,226        12,000,000      (720,500)          11,279,500      
Investment Consultant & Services 282,726            407,500            407,500            
Custodial Fees 144,275            260,000            260,000            


Total Investments Management 6,546,227       12,667,500     (720,500)         11,947,000     


CAPITAL
Furniture, Fixtures, Equipment 16,515              50,000              50,000              
Computer Equipment 24,650              50,000              50,000              


Total Capital 41,165             100,000          -                  100,000          


TOTAL RECURRING 11,501,314$   19,739,100$   -$                  19,739,100$   


NON-RECURRING
Special Projects 1,573,921        2,934,000        2,934,000        
Prior year accruals -                     928,000            928,000            


TOTAL BUDGET 13,075,235$   23,601,100$   -$                  23,601,100$   


FY 2019





		Summary






DISCUSSION SHEET 
 


Employees’ Retirement Fund 
Board of Trustees Meeting 


 
September 10, 2019 


 
 
Issue:   Fiscal Year 2019-20 Budget 
 
Attachment:  Proposed ERF FY 2019-20 Budget 
 
Discussion: The fiscal year budget is from 10/1/19 to 9/30/20. The proposed FY 


2019-20 budget is $23,415,700 which includes recurring 
expenditures and special projects.  The recurring expenditures are 
the operating costs and investment fees of the Fund.  The recurring 
costs for FY 19-20 are $21,415,700 which is an increase of 
$1,676,600 over the prior year. This increase is primarily due to 
management fees resulting from an increase in assets under 
management. 


 
The special projects category includes the upgrade of the pension 
accounting system.  The upgrade is scheduled to be completed by 
the summer of 2020.  The cost for the Special Projects in the 2019-
20 budget is $2,000,000.  
 


 Highlights include: 
• Investment management fees increased due to higher assets 


under management. 
• Legal fees are projected to decrease to reflect anticipated fees 


for legal services provided to management and the Board. 
• Election costs are projected to decrease due to one fewer 


election in FY 2019-20. 
• Personnel costs are projected to increase primarily due to filling 


vacant positions and to fund merits. 
• Rent is projected to increase in accordance with the terms of the 


rental agreement.  
• The Special Projects category decreased. This category 


includes projects with a defined time period and cost.  For FY 
2019-20, this category includes the pension system upgrade 
which is anticipated to be completed in the summer of 2020. 


 
In summary, the net decrease to the budget is $185,400, or 0.8% 
below the amended FY 2018-19 budget.  
 
  


Recommendation: Approve the proposed budget for FY 2019-20.  Suggested motion 
for the approval is as follows:  Move approval of the proposed FY 







2019-20 budget totaling $23,415,700 which is attached to this 
discussion sheet and authorize the Executive Director to administer 
the budget as noted below. 


 
The Executive Director is authorized to expend, as required, up to 
110% of each line item or $50,000 whichever is less of the funds 
appropriated herein, but in no instance, is the authorization given to 
exceed the total budgeted for each category (Administrative, 
Benefits Management, Investments Management, Capital, or 
Special Projects) without Board approval.   
 
The Executive Director is authorized to negotiate and sign contracts 
which are required in the conduct of Fund business and funds have 
been approved in this budget.  This authorization is limited to 
$50,000 per contract. 
 
The Executive Director is authorized to pay pensions and member 
refunds which are authorized by law but are not specifically 
included in this budget. 
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EMPLOYEES' RETIREMENT FUND
EXPENDITURE BUDGET
Proposed Fiscal Year 2019-20 Budget


YTD 
Expenditures 
Thru 6/30/19


Amended
FY 2018-19 


Budget


Proposed
FY 2019-20 


Budget


Percent 
Increase 


(Decrease)
ADMINISTRATIVE


Salaries 2,248,054$      3,225,100$      3,523,000$      9.2%
Merits -                     106,600            119,000            11.6%
Service Incentive Pay 2,736                2,600                3,000                15.4%
Lump Sum Pay 25,203              164,900            188,700            14.4%
Pensions 309,882            721,000            778,900            8.0%
Flexible Benefits 148,916            245,100            260,800            6.4%
FICWA/Medicare 30,161              47,300              52,800              11.6%
Workers' Compensation -                     8,200                8,200                0.0%
Temporary Help Services 264,019            391,600            395,000            0.9%


Supplies 23,220              35,000              34,500              -1.4%
Food Supplies 18,838              25,000              28,000              12.0%
Meter Postage 18,065              30,000              25,000              -16.7%
Printing/Communication 59,187              65,000              70,000              7.7%
Copier 827                    3,400                -                     -100.0%
Property Insurance -                     8,000                8,800                10.0%
Liability Insurance 184,165            190,000            203,000            6.8%
Membership Dues 13,224              22,800              25,000              9.6%
Subscriptions 2,805                3,400                3,600                5.9%
Professional Development/Travel 110,533            180,000            180,000            0.0%
Reimbursement for Vehicle Use 1,028                500                    500                    0.0%
Data and Telecommunications Services 118,046            316,000            302,000            -4.4%
Rent 366,467            485,000            540,000            11.3%
Parking and Public Transportation 10,020              10,000              10,500              5.0%


Legal 765,401            1,150,000        600,000            -47.8%
Accounting 51,335              61,800              68,000              10.0%
Audit 10,000              47,900              49,400              3.1%
Actuary 76,188              73,100              79,000              8.1%
Election 17,542              17,800              9,000                -49.4%
Other 17,500              20,000              20,000              0.0%


Total Administrative 4,893,362       7,657,100       7,585,700       -0.9%


BENEFITS MANAGEMENT
Disabilities/Continuations/Etc 12,573              25,000              28,000              12.0%
Pension Benefit Information 7,987                10,000              10,000              0.0%


Total Benefits Management 20,560            35,000            38,000            8.6%


INVESTMENTS MANAGEMENT
Manager Fees 6,119,226        11,279,500      13,000,000      15.3%
Investment Consultant & Services 282,726            407,500            375,000            -8.0%
Custodial Fees 144,275            260,000            285,000            9.6%


Total Investments Management 6,546,227       11,947,000     13,660,000     14.3%


CAPITAL
Furniture, Fixtures, Equipment 16,515              50,000              50,000              0.0%
Computer Equipment 24,650              50,000              82,000              64.0%


Total Capital 41,165            100,000          132,000          32.0%


TOTAL RECURRING 11,501,314$   19,739,100$   21,415,700$   8.5%


NON-RECURRING
Special Projects 1,573,921        2,934,000        2,000,000        -31.8%
Prior year accruals -                     928,000            -                     -100.0%


TOTAL BUDGET 13,075,235$   23,601,100$   23,415,700$   -0.8%


B
u
d





		Summary






We are pleased to invite you to the Hamilton Lane Summit, our annual client and 
investor meeting. 


This year’s event takes place at the brand new Four Seasons Hotel Philadelphia at 
Comcast Center on October 28-30, 2019. 


The Summit, with a re-imagined format this year, will continue the tradition of 
convening many influential LPs and GPs from around the world for multiple days of 
industry discussion, market commentary, and networking opportunities all with the 
signature Hamilton Lane style. 


CLICK HERE for more information and to register for the Hamilton Lane Summit. 


If you have any questions or need further assistance, please feel free to contact Jason 
McCallum from our events team: 


Jason McCallum 
Vice President, Head of Global Events 
jmccallum@hamiltonlane.com 
+1-610-617-5831


We hope you will be able to join us as we kick off our newly formatted Summit, and 
we look forward to welcoming you to Philadelphia in October. 



http://hamiltonlane.cvent.com/d/5yqpnw?ct=565c404e-7ef8-4949-871a-d835225742e6

mailto:jmccallum@hamiltonlane.com










 
  


Save the Dates! 
2019 Women's Alternative Investment Summit 
November 13 - 14, 2019, The Plaza, New York City   


Private Equity   |   Venture Capital   |   Credit   |   Hedge Fund  
Real Estate   |   Real Assets   |   Infrastructure  


  


The 11th annual Women's Alternative Investment Summit will be held at its new 
location, The Plaza in New York City, from Wednesday, November 13 to Thursday, 
November 14, 2019. We are thrilled that our new home at The Plaza will offer a 
sophisticated setting where attendees can gather for in-depth discussions and non-stop 
networking. 


This Summit attracts more than 400 senior-level women — GPs, LPs, and the 
professionals who advise them — from across private equity, venture capital, credit, 
hedge, real estate, real assets, and infrastructure investing. These influential women 
come to engage in candid conversations, build business relationships and friendships, 
and do deals with peers from across the private equity, venture capital, and alternative 
investment community. 



https://womenspebriefs.cmail20.com/t/i-l-nuidhky-yuidkukulj-r/





Registration details will be announced in the coming weeks. Please join our mailing list 
and follow us on social media (Twitter, LinkedIn, Instagram) for up-to-date information.  


We hope to see you this November in New York City! 


Warmest Regards, 


The Falk Marques Group Team 


P.S.: Sponsorship opportunities are available! Please contact Carolyn O'Donnell at 
Carolyn.ODonnell@falkmarquesgroup.com or +1.781.652.0900 for information.  
  



https://womenspebriefs.cmail20.com/t/i-l-nuidhky-yuidkukulj-y/

https://womenspebriefs.cmail20.com/t/i-l-nuidhky-yuidkukulj-j/

https://womenspebriefs.cmail20.com/t/i-l-nuidhky-yuidkukulj-d/

https://womenspebriefs.cmail20.com/t/i-l-nuidhky-yuidkukulj-h/

mailto:Carolyn.ODonnell@falkmarquesgroup.com
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If you are having trouble reading this email, read the online version here.



https://cl.s6.exct.net/?qs=6e274869178d393edf188730775a0e67565cbe22fbe927965fc05fe6048a7e1dd74c8d7b83e88a9774a7d3051884d604
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This message was sent by GCM Grosvenor
900 North Michigan Avenue Suite 1100  |  Chicago, IL 60611 


gcmgrosvenor.com  |  events@gcmlp.com  |   (646) 442-1115


This email was sent to: calston@dallaserf.org
If you would like to stop receiving emails related to GCM Grosvenor events, unsubscribe.


©2019 Grosvenor Capital Management, L.P. All rights reserved. Grosvenor Capital Management, L.P. is a 
member of the National Futures Association. GRV Securities LLC (“GSLLC”), an affiliate of GCM Grosvenor and 
a member of the U.S. Financial Industry Regulatory Authority, Inc., acts as a placement agent on behalf of 
certain GCM Funds. GSLLC does not offer any investment products other than interests in certain funds 
managed by GCM Grosvenor and/or its affiliates. Neither GCM Grosvenor nor any of its affiliates acts as 
agent/broker for any Underlying Fund. 


Disclosure and Statement of Confidentiality
The contents of this e-mail and any attachments may be proprietary or confidential and are intended solely for 
the addressees. In addition, this e-mail and any attachments may be subject to non-disclosure or confidentiality 
agreements or applicable legal privileges, including privileges protecting communications between attorneys and 
their clients or the work product of attorneys. If you are not the named addressee, or if this e-mail has been 
addressed to you in error, please do not read, disclose, reproduce, distribute, disseminate or otherwise use this 
message or any of its attachments. Delivery of this e-mail to any person other than the intended recipients is not 
intended in any way to waive privilege or confidentiality. If you have received this e-mail in error, please alert the 
sender by reply e-mail; we also request that you immediately delete this e-mail and any attachments. Grosvenor 
Capital Management, L.P., GCM Customized Fund Investment Group, L.P. and their affiliated entities
(collectively GCM Grosvenor) reserve the right to monitor all e-mails through their networks. GCM Grosvenor 
gives no assurances that this e-mail and any attachments are free of viruses and other harmful code.
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 THE 3RD ANNUAL PRIVATE EQUITY AND SECONDARIES INVESTOR SUMMIT  
Harmonie Club - New York, NY – Day One - Tuesday December 3rd, 2019 


Organized and Hosted by Sahar Global Summits 
In Proud Partnership with PEWIN, 100 WOMEN IN FINANCE, THE RFK HUMAN RIGHTS FOUNDATION, GIRLS WHO INVEST, WAVE & 


THE ROBERT TOIGO FOUNDATION 
7:00 LP Only Breakfast – By Invitation Only    
7:30 Breakfast and General Registration 
8:30 Welcome Remarks – Ahmad Zubair Sahar Mahjoor, Chairman, Sahar Global Summits  
8:35 Chairperson’s Opening Address - Adam Blumenthal, Managing Partner, Blue Wolf Capital  
8:45 Keynote Interview – Global Human Rights Update and Outlook  


A Conversation with Kerry Kennedy, President & CEO, RFK Human Rights Foundation  
Interviewed by Robert de Corainville, Partner, 17Capital 


9:15 Panel Discussion – Global CIOs Discuss Private Equity Investment Strategies  
Moderated by James Rutherfurd, Managing Director, Pine Brook Partners  
Jonathan Grabel, Chief Investment Officer, LACERA  
Angela Miller-May, Chief Investment Officer, Chicago Teachers' Pension Fund 


10:00 Keynote Interview – 2019 Private Equity Overview – A Conversation with William E. Ford, Chairman, General Atlantic  
Interviewed by Scott Church, Partner, REDE Partners 


10:30 Keynote Panel Discussion – Expanding Diversity in Private Equity  
Moderated by Kristin Custar, Managing Director, The Jordan Company  
Brian S. O’Neill, Chief Investment Officer, The Robert Wood Johnson Foundation 
Kim Lew, Chief Investment Officer, The Carnegie Corporation   
Shelby Wanstrath, Senior Investment Manager - Private Equity, Teacher Retirement System of Texas 


11:00 Morning Coffee Break and Expanded Networking 
11:45 Keynote Interview – A Conversation with Renee Noto, President & Partner, Brightstar Capital & Meredith Jenkins, Chief Investment 


Officer, Trinity Church/Wall St 
Interviewed by Seema Hingorani, President & Founder, Girls Who Invest  


12:15 Panel Discussion – Examining Effective ESG Strategies  
Moderated by Andrew Malk, Managing Partner, Malk Partners  


12:45 Panel Discussion – Examining Effective Succession Planning Strategies  
Moderated by Lynn Alexander, Managing Director, Kelso & Company  


1:15 Lunch  
1:30 Luncheon Panel Discussion – Special Situations and Uncorrelated Strategies 


Moderated by Chris Hentemann, Chief Investment Officer, 400 Capital 
Gina Lee Peyton, Managing Director & Head of Capital Formation, Castlelake  
Robert Weintraub, Partner, Vision Brazil Investments  


2:15 Keynote Interview - A Global Economic Overview – Examining the Impact on Private Equity Investments 
A Conversation with The Honorable Jacob J. Lew – 76th Secretary of the Treasury of the United States & Partner, Lindsay Goldberg   


2:45 Panel Discussion – Real Estate, Real Assets and Real Estate Debt Fund Investments  
Phil Greenberg, Managing Director, Real Estate, Pennsylvania State Employees’ Retirement System 
James J. Celestine Jr., Director of Real Assets, New York State Common Retirement Fund  


3:15 LP Executive Director Roundtable  
Dan M. Slack, Executive Director, Fire and Police Pension Association of Colorado  
Thom Williams, Executive Director, Employees’ Retirement System of the State of Hawaii 
Richard Ingram, Executive Director, Teachers’ Retirement System of the State of Illinois  


4:00 Afternoon Coffee and Networking  
4:45 Panel Discussion – European Private Equity Outlook  


Moderated by Darlene Sammon, Managing Director, EQT Partners  
Katja Salovaara, Senior Portfolio Manager - Private Equity, Ilmarinen Mutual Pension Insurance Company 
Esther Rombaut, Managing Director, CVC Capital Partners  
Justin Bateman, Partner, BC Partners  


5:15 Panel Discussion - U.S. LPs and GPs Discuss Private Debt and Private Credit Opportunities 
James Del Gaudio, Senior Portfolio Manager - Private Credit & Special Situations, Pennsylvania Public School Employees’ Retirement 
System 


5:45 Closing Panel Discussion – Senior Women Discuss Driving Diversity and Inclusion  
Marisa Grant, Chief Investment Officer, Montgomery County Public Schools & Co-Chair, Diversity Task Force, Sahar Global Summits 
LP Advisory Board  
Lindsey Press, Senior Vice President, Silver Lake  


6:15 Cocktail Reception & Champagne Roundtable Discussions with Members of the Sahar Global Summits LP Advisory Board - Hosted by Barings  
 


1. Matthew Freedman, Chief Investment Officer, Louisiana School Employees’ Retirement System  
2. Joel Wittenberg, Chief Investment Officer, The WK Kellogg Foundation  
3. James Grossman, Chief Investment Officer, Public School Employees’ Retirement System of Pennsylvania  
4. J. Scott Simon, Chief Investment Officer, Fire and Police Pension Association of Colorado 
5. Elizabeth Jourdan, Deputy Chief Investment Officer, Mercy Health Systems  
6. Kristin Agatone, Chief Investment Officer, Lehigh University  
7. Elizabeth Burton, Chief Investment Officer, Employees’ Retirement System of the State of Hawaii 
8. Meghna Desai, Director of Investments, New York Presbyterian Hospital  
9. Sophia Tsai, Managing Director, Trinity Church/Wall St  
10. Kelsey Deshler, Chief Investment Officer, Carleton College  
11. Ahron Herring, Chief Investment Officer, Yeshiva University  
12. Kirsten Landers Glantz, Chief Investment Officer, Philips Andover Academy  
13. Joshua Stern, Director of Investments, The Robert Wood Johnson Foundation  
14. Robert Huenkler, Chief Investment Officer, International Paper  
15. Thomas P. Lenehan, Deputy Chief Investment Officer, The Rockefeller University  







 
 
 
 


THE 3RD ANNUAL PRIVATE EQUITY AND SECONDARIES INVESTOR SUMMIT  
Harmonie Club - New York, NY – Day Two - Wednesday December 4th, 2019 


Organized and Hosted by Sahar Global Summits 
In Proud Partnership with PEWIN, 100 WOMEN IN FINANCE, THE RFK HUMAN RIGHTS FOUNDATION, GIRLS WHO INVEST, 


WAVE & THE ROBERT TOIGO FOUNDATION  
7:30 LP Only Breakfast – By Invitation Only  
8:15 Breakfast, General Registration & Morning Networking  
9:00 Chairperson’s Opening Address  
9:15 Global GP Roundtable – Global PE Funds Discuss 2020 and Beyond 


Barry Volpert, Co-Founder & CEO, Crestview Partners  
10:00 Panel Discussion – Minority vs Control Investments  


Eric Zinterhofer, Founding Partner, Searchlight Capital 
Jody Shectman, Managing Director, PWP Growth Equity Partners 
Edward J. Milokay, Director of Private Markets, Municipal Employees’ Retirement System of Michigan  
David Fann, President & CEO, TorreyCove Capital Partners 


10:30 Keynote Presentation – A Conversation with Charles R. Kaye, Co-Chief Executive Officer, Warburg Pincus 
Interviewed by Jeremy Coller, Chairman & Chief Investment Officer, Coller Capital  


11:00 Coffee & Expanded Networking  
11:45 Panel Discussion- Examining the Global Secondaries Market  


Moderated by – Gerald Copper, Partner, Campbell Lutyens  
Adam Graev, Partner, Glendower Capital  
Barry Miller, Partner, Landmark Partners  
David Wachter, Managing Partner, W Capital Partners  


12:30 Panel Discussion – Examining Growth Equity Strategies  
Nishita Cummings, Partner, Kayne Anderson Growth Equity Partners  


1:00 Industry Keynote Interview – A Conversation with Byron Wien, Vice Chairman, Blackstone  
1:30 Lunch  
1:45 Luncheon Fire Side Chat – Small, Medium or Large? – A Conversation with PE Funds of All Sizes   
2:30 Panel Discussion – LP CIO Roundtable II - Different Perspectives from Different Leaders 


Justin E. Barton, President & Chief Investment Officer, UCLA Investment Company  
Mark Baumgartner, Chief Investment Officer, Institute for Advanced Study  
 


3:00 Panel Discussion - Foundation and Endowment Investments in Private Equity and Secondaries  
Colin Ambrose, Chief Investment Officer, Mother Cabrini Health Foundation  
Thomas P. Lenehan, Deputy Chief Investment Officer, The Rockefeller University  
David Marcus, Chief Investment Officer, The Stony Brook Foundation 


3:30 Coffee & Networking  


4:00  Panel Discussion - PE Directors Roundtable  
J. David Enriquez, Director of Private Equity, NYC Office of the Comptroller  


4:30 Panel Discussion - Examining Effective Co-Investment Strategies 
Moderated by Patricia Grad, Managing Director, Arsenal Capital 
Susanne Forsingdal, Managing Director - Head of Americas Fund Investments, Allianz Capital Partners  
Tamara Polewik, Director, Principal Investments – Private Equity, Teacher Retirement System of Texas  
Darren Foreman, Director, Private Markets & Co-Investments, Pennsylvania Public School Employees' Retirement System 


5:00 Panel Discussion - Leading Consultants Discuss Private Equity and Secondaries investments  
David Fann, President & CEO, TorreyCove Capital Partners 


5:30 Panel Discussion – Examining Effective Venture Capital Strategies 
Leena Bhutta, Investment Officer, Doris Duke Charitable Foundation 


6:00 Examining Private Equity Investments in the Emerging Markets  


6:30 Cocktail Reception with Members of the Sahar Global Summits LP Advisory Board 
 
This agenda is intended only for the use of the recipient. It may contain information that is CONFIDENTIAL and/or PRIVILEGED.  If you are 
not the intended recipient, please discard all copies of the agenda and contact us immediately 


 
 
 
 
 
 
 
 
 


 
 
 
 







 
 
 
 


INVESTOR ADVISORY BOARD  
 
 
 
 
 
CHAIRMAN -  
Dan Slack  
Executive Director 
Fire and Police Pension Association of Colorado  
Denver, Co 
 
VICE CHAIRMAN -  
Thom Williams 
Executive Director  
Employees’ Retirement System Of The State of Hawaii 
Honolulu, HI  
 
James Grossman  
Chief Investment Officer 
Public School Employees’ retirement System, The Commonwealth of 
Pennsylvania 
Harrisburg, PA   
 
Joel Wittenberg  
Chief Investment Officer 
The WK Kellogg Foundation  
Battle Creek, MI 
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 Market Value 


%    of Total 


Fund


Allocation 


Policy


% Difference 


from 


Allocation


 Prior Period Market 


Value 


EQUITY


CHANNING  CAPITAL 31,611,304.87           0.90 33,671,661.18           0.94


REDWOOD- SL 33,258,531.50           0.94 34,741,926.24           0.97


SYSTEMATIC 62,234,672.89           1.77 65,667,959.25           1.84


Total Small Cap 127,104,509.26         3.61 134,081,546.67        3.75


SMITH GRAHAM 62,841,960.09           1.78 67,623,118.25           1.89


T. ROWE PRICE 140,195,292.19         3.98 142,525,145.15         3.99


Total Domestic/Enhanced equity 203,037,252.28        5.76 210,148,263.40        5.88


NTGI S&P 500 EQUITY INDEX 138,518,622.52         3.93   140,750,789.13         3.94


Total Index 138,518,622.52        3.93   140,750,789.13        3.940  0  


Total Domestic 468,660,384.06        13.30 15.00 -1.70 484,980,599.20        13.570  0  


ADELANTE CAPITAL 90,160,777.44           2.56   87,357,574.45           2.45


CENTERSQUARE-SL 90,513,734.30           2.57 87,004,794.64           2.44


Total REITS 180,674,511.74        5.13 5.00 0.13 174,362,369.09        4.89


HEITMAN 91,740,196.47           2.60   91,740,196.47           2.57


INVESCO 77,901,164.72           2.21   77,901,164.72           2.18


INVESCO - SA 65,481,517.00           1.86   65,590,499.00           1.84


Total Real Estate 235,122,878.19        6.67 5.00 1.67 235,231,860.19        6.59


FAIRVIEW CAPITAL 30,730,735.00           0.87 30,730,735.00           0.86


GROSVENOR GCM - CFIG 129,362,268.00         3.67   132,437,682.00         3.71


HAMILTON LANE 85,502,117.00           2.43   85,435,009.00           2.39


Total Private Equity 245,595,120.00        6.97 5.00 1.97 248,603,426.00        6.96  


ACADIAN 96,846,172.47           2.75 102,330,205.63         2.87


AQR CAPITAL 185,824,489.93         5.27 194,052,631.57         5.43


ATIVO 34,835,650.96           0.99 35,626,909.79           1.00


BAILLIE GIFFORD 80,541,390.10           2.28 82,876,894.59           2.32


BLACKROCK ACW-EXUS-SL 1,463.93                   0.00 1,463.93                   0.00


EARNEST PARTNERS 77,279,930.31           2.19 79,685,524.93           2.23


GLOBAL TRANSITION ACCOUNT 929.85                      0.00 927.99                      0.00


Total International 475,330,027.55        13.48 15.00 -1.52 494,574,558.43        13.85


ARIEL 104,180,134.32        2.95 106,388,861.27        2.98


NORTHERN TRUST INTL EQ ACWI INDEX 18,966,293.68          0.54 19,394,033.17           0.54


WELLINGTON MGMT 123,497,212.66        3.50 127,169,073.80        3.56


Total Global Equity 246,643,640.66        6.99 7.50 -0.51 252,951,968.24        7.08


ACADIAN 178,769,420.28        5.07 180,162,053.50        5.04


BLACKROCK 178,826,209.12        5.07 176,376,863.94        4.94


Total Low Volatility Global Equity 357,595,629.40        10.14 10.00 0.14 356,538,917.44        9.98


ATLANTIC TRUST 117,344,268.38         3.33 124,077,300.14         3.47


HARVEST FUND 118,813,427.37         3.37 124,624,138.41         3.49


Total MLP 236,157,695.75        6.70 7.50 -0.80 248,701,438.55        6.96


 TOTAL EQUITY 2,445,779,887.35      69.38 70.00 -0.62 2,495,945,137.14      69.88  
        


FIXED INCOME   


ABERDEEN  ASSET  MGMT 225,714,898.63         6.40 219,949,956.29         6.16


GARCIA HAMILTON 74,201,973.32           2.10 72,428,941.74           2.03


SECURIAN ASSET MANAGEMENT 225,804,003.96         6.40 220,405,242.82         6.17


Total Investment Grade 525,720,875.91         14.90 15.00 -0.10 512,784,140.85        14.36


NEUBERGER BERMAN 179,810,306.24         5.10 180,571,560.87         5.06


Total Opportunistic Credit 179,810,306.24        5.10 5.00 0.10 180,571,560.87        5.06


BLACKROCK 180,439,247.32         5.12 179,328,367.22         5.02


OAKTREE 178,669,131.52         5.07 177,638,445.47         4.97


Total High Yield 359,108,378.84        10.20 10.00 0.20 356,966,812.69        9.99


CASH ACCOUNT 15,201,917.02           0.42 25,040,100.09           0.73


Total Short Term 15,201,917.02          0.42 0.00 0.42 25,040,100.09          0.73


 TOTAL FIXED INCOME 1,079,841,478.01      30.62 30.00 0.62 1,075,362,614.50      30.12  


        
    


TOTAL FUND 3,525,621,365.36$    3,571,307,751.64$    


Market Value YE 2018 3,278,639,642.91$    


246,981,722.45$       


(45,686,386.28)$         


           Change from YE 2018:


     Change from prior month:


ASSET ALLOCATION COMPARISON


August 31,2019
 


Prior Period % 


of Total Fund


Market Value Variance







 Market Value 


Gross Actual 


Allocation


Target 


Allocation


% Difference 


from 


Allocation


EQUITY


CHANNING  CAPITAL 31,611,304.87           0.90


REDWOOD -SL 33,258,531.50           0.94


SYSTEMATIC 62,234,672.89           1.77


Total Small Cap 127,104,509.26         3.61


SMITH GRAHAM 62,841,960.09           1.78


T. ROWE PRICE 140,195,292.19         3.98


Total Enhanced equity 203,037,252.28         5.76


NTGI S&P 500 EQUITY INDEX 138,518,622.52         3.93   


Total Index 138,518,622.52         3.93    


Total Domestic 468,660,384.06         13.30 15.00 -1.70


ADELANTE CAPITAL 90,160,777.44           2.56   


CENTERSQUARE-SL 90,513,734.30           2.57


Total REITS 180,674,511.74         5.13 5.00 0.13


HEITMAN 91,740,196.47           2.60   


INVESCO 77,901,164.72           2.21   


INVESCO - SA 65,481,517.00           1.86   


Total Real Estate 235,122,878.19         6.67 5.00 1.67


FAIRVIEW CAPITAL 30,730,735.00           0.87


GROSVENOR GCM - CFIG 129,362,268.00         3.67   


HAMILTON LANE 85,502,117.00           2.43   


Total Private Equity 245,595,120.00         6.97 5.00 1.97


ACADIAN 96,846,172.47           2.75


AQR CAPITAL 185,824,489.93         5.27


ATIVO 34,835,650.96           0.99


BAILLIE GIFFORD 80,541,390.10           2.28   


BLACKROCK ACW-EXUS-SL 1,463.93                    0.00


EARNEST PARTNERS 77,279,930.31           2.19


GLOBAL TRANSITION 929.85                       0.00   


Total International 475,330,027.55         13.48 15.00 0.00


ARIEL 104,180,134.32         2.95


NORTHERN TRUST INTL EQ ACWI INDEX 18,966,293.68           0.54


WELLINGTON MGMT 123,497,212.66         3.50


Total Global Equity 246,643,640.66         6.99 7.50 -0.51


ACADIAN 178,769,420.28         5.07


BLACKROCK 178,826,209.12         5.07


Total Low Volatility Global Equity 357,595,629.40         10.14 10.00 0.14


ATLANTIC TRUST 117,344,268.38         3.33


HARVEST FUND 118,813,427.37         3.37


Total MLP 236,157,695.75         6.70 7.50 -0.80


 TOTAL EQUITY 2,445,779,887.35      69.38           70.00 -0.62
   


FIXED INCOME


ABERDEEN  ASSET  MGMT 225,714,898.63         6.40


GARCIA HAMILTON 74,201,973.32           2.10


SECURIAN ASSET MANAGEMENT 225,804,003.96         6.40


Total Investment Grade 525,720,875.91         14.90 15.00 -0.10


NEUBERGER BERMAN 179,810,306.24         5.10


Total Opportunistic Credit 179,810,306.24         5.10 5.00 0.10


BLACKROCK 180,439,247.32         5.12


OAKTREE 178,669,131.52         5.07


Total High Yield 359,108,378.84         10.20 10.00 0.20


CASH ACCOUNT 15,201,917.02           0.42


Total Short Term 15,201,917.02           0.42 0.00 0.42


 TOTAL FIXED INCOME 1,079,841,478.01      30.62 30.00 0.62
      


   


TOTAL FUND 3,525,621,365.36$    


Asset Allocation:   Actual vs. Target


August 31, 2019
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		Asset Allocation Report
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 Market Value 


%    of Total 


Fund


Allocation 


Policy


% Difference 


from 


Allocation


 Prior Period Market 


Value 


EQUITY


CHANNING  CAPITAL 33,671,661.18           0.94 33,391,100.01           0.93


REDWOOD- SL 34,741,926.24           0.97 34,353,378.76           0.96


SYSTEMATIC 65,667,959.25           1.84 65,408,545.94           1.83


Total Small Cap 134,081,546.67         3.75 133,153,024.71        3.72


SMITH GRAHAM 67,623,118.25           1.89 66,056,115.53           1.85


T. ROWE PRICE 142,525,145.15         3.99 140,489,971.53         3.92


Total Domestic/Enhanced equity 210,148,263.40        5.88 206,546,087.06        5.77


NTGI S&P 500 EQUITY INDEX 140,750,789.13         3.94   138,751,314.06         3.88


Total Index 140,750,789.13        3.94   138,751,314.06        3.880  0  


Total Domestic 484,980,599.20        13.57 15.00 -1.43 478,450,425.83        13.370  0  


ADELANTE CAPITAL 87,357,574.45           2.45   86,042,407.50           2.40


CENTERSQUARE-SL 87,004,794.64           2.44 85,961,710.98           2.40


Total REITS 174,362,369.09        4.89 5.00 -0.11 172,004,118.48        4.80


HEITMAN 91,740,196.47           2.57   93,042,887.75           2.60


INVESCO 77,901,164.72           2.18   77,780,005.29           2.17


INVESCO - SA 65,590,499.00           1.84   66,191,398.00           1.85


Total Real Estate 235,231,860.19        6.59 5.00 1.59 237,014,291.04        6.62


FAIRVIEW CAPITAL 30,730,735.00           0.86 30,730,735.00           0.86


GROSVENOR GCM - CFIG 132,437,682.00         3.71   132,444,055.00         3.70


HAMILTON LANE 85,435,009.00           2.39   82,066,118.00           2.29


Total Private Equity 248,603,426.00        6.96 5.00 1.96 245,240,908.00        6.85  


ACADIAN 102,330,205.63         2.87 103,372,787.85         2.89


AQR CAPITAL 194,052,631.57         5.43 197,688,356.04         5.52


ATIVO 35,626,909.79           1.00 35,781,964.82           1.00


BAILLIE GIFFORD 82,876,894.59           2.32 83,131,562.10           2.32


BLACKROCK ACW-EXUS-SL 1,463.93                   0.00 1,459.37                   0.00


EARNEST PARTNERS 79,685,524.93           2.23 80,839,884.49           2.26


GLOBAL TRANSITION ACCOUNT 927.99                      0.00 926.13                      0.00


Total International 494,574,558.43        13.85 15.00 -1.15 500,816,940.80        13.99


ARIEL 106,388,861.27        2.98 107,860,147.91        3.01


NORTHERN TRUST INTL EQ ACWI INDEX 19,394,033.17          0.54 19,388,797.68           0.54


WELLINGTON MGMT 127,169,073.80        3.56 127,389,554.60        3.56


Total Global Equity 252,951,968.24        7.08 7.50 -0.42 254,638,500.19        7.11


ACADIAN 180,162,053.50        5.04 178,729,122.91        4.99


BLACKROCK 176,376,863.94        4.94 175,960,465.19        5.22


Total Low Volatility Global Equity 356,538,917.44        9.98 10.00 -0.02 354,689,588.10        10.21


ATLANTIC TRUST 124,077,300.14         3.47 126,593,095.12         3.54


HARVEST FUND 124,624,138.41         3.49 126,546,533.75         3.54


Total MLP 248,701,438.55        6.96 7.50 -0.54 253,139,628.87        7.08


 TOTAL EQUITY 2,495,945,137.14      69.88 70.00 -0.14 2,495,994,401.31      70.03  
        


FIXED INCOME   


ABERDEEN  ASSET  MGMT 219,949,956.29         6.16 219,365,098.34         6.13


GARCIA HAMILTON 72,428,941.74           2.03 72,248,940.39           2.02


SECURIAN ASSET MANAGEMENT 220,405,242.82         6.17 219,467,040.78         6.13


Total Investment Grade 512,784,140.85         14.36 15.00 -0.64 511,081,079.51        14.28


NEUBERGER BERMAN 180,571,560.87         5.06 178,559,305.72         4.99


Total Opportunistic Credit 180,571,560.87        5.06 5.00 0.06 178,559,305.72        4.99


BLACKROCK 179,328,367.22         5.02 178,155,650.37         4.98


OAKTREE 177,638,445.47         4.97 176,927,163.51         4.94


Total High Yield 356,966,812.69        9.99 10.00 -0.01 355,082,813.88        9.92


CASH ACCOUNT 25,040,100.09           0.73 38,783,795.15           0.78


Total Short Term 25,040,100.09          0.73 0.00 0.73 38,783,795.15          0.78


 TOTAL FIXED INCOME 1,075,362,614.50      30.12 30.00 0.14 1,083,506,994.26      29.97  


        
    


TOTAL FUND 3,571,307,751.64$    3,579,501,395.57$    


Market Value YE 2018 3,278,639,642.91$    


292,668,108.73$       


(8,193,643.93)$           


           Change from YE 2018:


     Change from prior month:


ASSET ALLOCATION COMPARISON


July 31,2019
 


Prior Period % 


of Total Fund


Market Value Variance







 Market Value 


Gross Actual 


Allocation


Target 


Allocation


% Difference 


from 


Allocation


EQUITY


CHANNING  CAPITAL 33,671,661.18           0.94


REDWOOD -SL 34,741,926.24           0.97


SYSTEMATIC 65,667,959.25           1.84


Total Small Cap 134,081,546.67         3.75


SMITH GRAHAM 67,623,118.25           1.89


T. ROWE PRICE 142,525,145.15         3.99


Total Enhanced equity 210,148,263.40         5.88


NTGI S&P 500 EQUITY INDEX 140,750,789.13         3.94   


Total Index 140,750,789.13         3.94    


Total Domestic 484,980,599.20         13.57 15.00 -1.43


ADELANTE CAPITAL 87,357,574.45           2.45   


CENTERSQUARE-SL 87,004,794.64           2.44


Total REITS 174,362,369.09         4.89 5.00 -0.11


HEITMAN 91,740,196.47           2.57   


INVESCO 77,901,164.72           2.18   


INVESCO - SA 65,590,499.00           1.84   


Total Real Estate 235,231,860.19         6.59 5.00 1.59


FAIRVIEW CAPITAL 30,730,735.00           0.86


GROSVENOR GCM - CFIG 132,437,682.00         3.71   


HAMILTON LANE 85,435,009.00           2.39   


Total Private Equity 248,603,426.00         6.96 5.00 1.96


ACADIAN 102,330,205.63         2.87


AQR CAPITAL 194,052,631.57         5.43


ATIVO 35,626,909.79           1.00


BAILLIE GIFFORD 82,876,894.59           2.32   


BLACKROCK ACW-EXUS-SL 1,463.93                    0.00


EARNEST PARTNERS 79,685,524.93           2.23


GLOBAL TRANSITION 927.99                       0.00   


Total International 494,574,558.43         13.85 15.00 0.00


ARIEL 106,388,861.27         2.98


NORTHERN TRUST INTL EQ ACWI INDEX 127,169,073.80         0.54


WELLINGTON MGMT 19,394,033.17           3.56


Total Global Equity 252,951,968.24         7.08 7.50 -0.42


ACADIAN 180,162,053.50         5.04


BLACKROCK 176,376,863.94         4.94


Total Low Volatility Global Equity 356,538,917.44         9.98 10.00 -0.02


ATLANTIC TRUST 124,077,300.14         3.47


HARVEST FUND 124,624,138.41         3.49


Total MLP 248,701,438.55         6.96 7.50 -0.54


 TOTAL EQUITY 2,495,945,137.14      69.88           70.00 -0.14
   


FIXED INCOME


ABERDEEN  ASSET  MGMT 219,949,956.29         6.16


GARCIA HAMILTON 72,428,941.74           2.03


SECURIAN ASSET MANAGEMENT 220,405,242.82         6.17


Total Investment Grade 512,784,140.85         14.36 15.00 -0.64


NEUBERGER BERMAN 180,571,560.87         5.06


Total Opportunistic Credit 180,571,560.87         5.06 5.00 0.06


BLACKROCK 179,328,367.22         5.02


OAKTREE 177,638,445.47         4.97


Total High Yield 356,966,812.69         9.99 10.00 -0.01


CASH ACCOUNT 25,040,100.09           0.73


Total Short Term 25,040,100.09           0.73 0.00 0.73


 TOTAL FIXED INCOME 1,075,362,614.50      30.12 30.00 0.14
      


   


TOTAL FUND 3,571,307,751.64$    


Asset Allocation:   Actual vs. Target


 
July 31, 2019
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		Asset Allocation Report - July 2019

		Asset Allocation Report Pie Chart - July 2019






 


 Market Value 


%    of Total 


Fund


Allocation 


Policy


% Difference 


from 


Allocation


 Prior Period Market 


Value 


EQUITY


CHANNING  CAPITAL 33,391,100.01           0.93 30,912,737.59           0.89


REDWOOD- SL 34,353,378.76           0.96 31,928,199.14           0.92


SYSTEMATIC 65,408,545.94           1.83 60,518,630.25           1.75


Total Small Cap 133,153,024.71         3.72 123,359,566.98        3.56


SMITH GRAHAM 66,056,115.53           1.85 60,090,867.20           1.73


T. ROWE PRICE 140,489,971.53         3.92 136,038,903.10         3.93


Total Domestic/Enhanced equity 206,546,087.06        5.77 196,129,770.30        5.66


NTGI S&P 500 EQUITY INDEX 138,751,314.06         3.88   115,466,227.28         3.33


Total Index 138,751,314.06        3.88   115,466,227.28        3.330  0  


Total Domestic 478,450,425.83        13.37 15.00 -1.63 434,955,564.56        12.550  0  


ADELANTE CAPITAL 86,042,407.50           2.40   90,323,586.16           2.61


CENTERSQUARE-SL 85,961,710.98           2.40 89,531,471.54           2.58


Total REITS 172,004,118.48        4.80 5.00 -0.20 179,855,057.70        5.19


HEITMAN 93,042,887.75           2.60   93,042,887.75           2.68


INVESCO 77,780,005.29           2.17   77,780,005.29           2.24


INVESCO - SA 66,191,398.00           1.85   66,615,326.00           1.92


Total Real Estate 237,014,291.04        6.62 5.00 1.62 237,438,219.04        6.84


FAIRVIEW CAPITAL 30,730,735.00           0.86 29,665,888.00           0.86


GROSVENOR GCM - CFIG 132,444,055.00         3.70   129,555,360.00         3.74


HAMILTON LANE 82,066,118.00           2.29   83,575,963.00           2.41


Total Private Equity 245,240,908.00        6.85 5.00 1.85 242,797,211.00        7.01  


ACADIAN 103,372,787.85         2.89 97,939,864.73           2.83


AQR CAPITAL 197,688,356.04         5.52 186,828,453.45         5.39


ATIVO 35,781,964.82           1.00 33,754,005.42           0.97


BAILLIE GIFFORD 83,131,562.10           2.32 77,828,099.34           2.25


BLACKROCK ACW-EXUS-SL 1,459.37                   0.00 1,457.47                   0.00


EARNEST PARTNERS 80,839,884.49           2.26 76,688,214.16           2.21


GLOBAL TRANSITION ACCOUNT 926.13                      0.00 924.33                      0.00


Total International 500,816,940.80        13.99 15.00 -1.01 473,041,018.90        13.65


ARIEL 107,860,147.91        3.01 101,774,985.65        2.94


NORTHERN TRUST INTL EQ ACWI INDEX 19,388,797.68          0.54 18,214,163.26           0.53


WELLINGTON MGMT 127,389,554.60        3.56 118,892,180.92        3.43


Total Global Equity 254,638,500.19        7.11 7.50 -0.39 238,881,329.83        6.90


ACADIAN 178,729,122.91        4.99 176,432,096.99        5.09


BLACKROCK 175,960,465.19        5.22 177,235,576.36        5.22


Total Low Volatility Global Equity 354,689,588.10        10.21 10.00 0.21 353,667,673.35        10.31


ATLANTIC TRUST 126,593,095.12         3.54 121,918,135.22         3.52


HARVEST FUND 126,546,533.75         3.54 122,019,340.49         3.52


Total MLP 253,139,628.87        7.08 7.50 -0.42 243,937,475.71        7.04


 TOTAL EQUITY 2,495,994,401.31      70.03 70.00 0.03 2,404,573,550.09      69.49  
        


FIXED INCOME   


ABERDEEN  ASSET  MGMT 219,365,098.34         6.13 216,596,387.73         6.25


GARCIA HAMILTON 72,248,940.39           2.02 71,767,839.33           2.07


SECURIAN ASSET MANAGEMENT 219,467,040.78         6.13 217,023,301.67         6.26


Total Investment Grade 511,081,079.51         14.28 15.00 -0.72 505,387,528.73        14.58


NEUBERGER BERMAN 178,559,305.72         4.99 178,124,015.41         5.14


Total Opportunistic Credit 178,559,305.72        4.99 5.00 -0.01 178,124,015.41        5.14


BLACKROCK 178,155,650.37         4.98 178,937,345.34         5.16


OAKTREE 176,927,163.51         4.94 177,885,262.60         5.13


Total High Yield 355,082,813.88        9.92 10.00 -0.08 356,822,607.94        10.29


CASH ACCOUNT 38,783,795.15           0.78 20,833,980.49           0.50


Total Short Term 38,783,795.15          0.78 0.00 0.78 20,833,980.49          0.50


 TOTAL FIXED INCOME 1,083,506,994.26      29.97 30.00 -0.03 1,061,168,132.57      30.51  


        
    


TOTAL FUND 3,579,501,395.57$    3,465,741,682.66$    


Market Value YE 2018 3,278,639,642.91$    


300,861,752.66$       


113,759,712.91$        


           Change from YE 2018:


     Change from prior month:


ASSET ALLOCATION COMPARISON


June 30,2019
 


Prior Period % 


of Total Fund


Market Value Variance







 Market Value 


Gross Actual 


Allocation


Target 


Allocation


% Difference 


from 


Allocation


EQUITY


CHANNING  CAPITAL 33,391,100.01           0.93


REDWOOD -SL 34,353,378.76           0.96


SYSTEMATIC 65,408,545.94           1.83


Total Small Cap 133,153,024.71         3.72


SMITH GRAHAM 66,056,115.53           1.85


T. ROWE PRICE 140,489,971.53         3.92


Total Enhanced equity 206,546,087.06         5.77


NTGI S&P 500 EQUITY INDEX 138,751,314.06         3.88   


Total Index 138,751,314.06         3.88    


Total Domestic 478,450,425.83         13.37 15.00 -1.63


ADELANTE CAPITAL 86,042,407.50           2.40   


CENTERSQUARE-SL 85,961,710.98           2.40


Total REITS 172,004,118.48         4.80 5.00 -0.20


HEITMAN 93,042,887.75           2.60   


INVESCO 77,780,005.29           2.17   


INVESCO - SA 66,191,398.00           1.85   


Total Real Estate 237,014,291.04         6.62 5.00 1.62


FAIRVIEW CAPITAL 30,730,735.00           0.86


GROSVENOR GCM - CFIG 132,444,055.00         3.70   


HAMILTON LANE 82,066,118.00           2.29   


Total Private Equity 245,240,908.00         6.85 5.00 1.85


ACADIAN 103,372,787.85         2.89


AQR CAPITAL 197,688,356.04         5.52


ATIVO 35,781,964.82           1.00


BAILLIE GIFFORD 83,131,562.10           2.32   


BLACKROCK ACW-EXUS-SL 1,459.37                    0.00


EARNEST PARTNERS 80,839,884.49           2.26


GLOBAL TRANSITION 926.13                       0.00   


Total International 500,816,940.80         13.99 15.00 0.00


ARIEL 107,860,147.91         3.01


NORTHERN TRUST INTL EQ ACWI INDEX 127,389,554.60         0.54


WELLINGTON MGMT 19,388,797.68           3.56


Total Global Equity 254,638,500.19         7.11 7.50 -0.39


ACADIAN 178,729,122.91         4.99


BLACKROCK 175,960,465.19         5.22


Total Low Volatility Global Equity 354,689,588.10         10.21 10.00 0.21


ATLANTIC TRUST 126,593,095.12         3.54


HARVEST FUND 126,546,533.75         3.54


Total MLP 253,139,628.87         7.08 7.50 -0.42


 TOTAL EQUITY 2,495,994,401.31      70.03           70.00 0.03
   


FIXED INCOME


ABERDEEN  ASSET  MGMT 219,365,098.34         6.13


GARCIA HAMILTON 72,248,940.39           2.02


SECURIAN ASSET MANAGEMENT 219,467,040.78         6.13


Total Investment Grade 511,081,079.51         14.28 15.00 -0.72


NEUBERGER BERMAN 178,559,305.72         4.99


Total Opportunistic Credit 178,559,305.72         4.99 5.00 -0.01


BLACKROCK 178,155,650.37         4.98


OAKTREE 176,927,163.51         4.94


Total High Yield 355,082,813.88         9.92 10.00 -0.08


CASH ACCOUNT 38,783,795.15           0.78


Total Short Term 38,783,795.15           0.78 0.00 0.78


 TOTAL FIXED INCOME 1,083,506,994.26      29.97 30.00 -0.03
      


   


TOTAL FUND 3,579,501,395.57$    


Asset Allocation:   Actual vs. Target


June 30, 2019
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Investment Performance and Market Values
For Periods Ending August 31, 2019


© 2019 Wilshire Associates Inc.


Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Global Equity Composite


Global Low Volatility Composite


Domestic Equity Composite


International Equity Composite


Global Fixed Income Composite


High Yield Composite


Credit Opportunities Composite


Total Real Estate Composite


Indices


     MSCI ACWI (N)


     Wilshire 5000


     Standard & Poor’s 500


     MSCI ACWI X US IMI Index (N)


     MSCI EAFE Index (N)


     Bloomberg Aggregate


     FTSE High Yield Cash Pay


     Wilshire Real Est. Secs


     Alerian MLP Index


-2.49


0.29


-3.37


-3.87


2.52


0.60


-0.42


1.52


-2.37


-2.05


-1.58


-3.06


-2.59


2.59


0.30


3.30


-5.51


3.28


5.93


5.46


0.65


4.01


3.48


2.28


2.91


4.33


6.33


6.87


1.40


1.88


4.11


3.13


6.43


-3.20


11.95


15.56


15.21


8.54


9.44


10.79


8.86


11.63


13.80


17.96


18.34


8.61


9.66


9.10


10.69


23.72


10.30


-2.85


8.02


-4.03


-5.97


10.02


5.85


6.79


8.91


-0.28


1.27


2.92


-4.08


-3.25


10.17


6.12


11.94


-10.20


8.75


9.30


10.39


5.87


3.47


5.32


5.29


5.67


9.17


12.26


12.70


5.70


5.91


3.09


5.91


5.72


-2.09


4.75


8.57


1.83


3.68


4.28


8.17


5.51


9.73


10.12


1.49


1.89


3.35


4.47


8.58


-9.06


 8/31/12


 6/30/15


12/31/89


12/31/89


 9/30/95


12/31/96


 1/31/16


12/31/89


12/31/00


12/31/84


12/31/84


 5/31/94


12/31/84


12/31/84


12/31/88


12/31/84


12/31/95


8.30


9.29


9.90


5.23


5.15


6.51


7.42


6.69


5.12


11.02


11.17


4.65


8.31


6.88


7.99


9.20


10.99


246,644


357,596


468,660


475,330


525,721


359,108


179,810


415,275


7.00


10.14


13.29


13.48


14.91


10.19


5.10


11.78


Manager returns are net of fees. 1
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


MLP Composite


Private Equity Composite


Managed Short Term Composite


Dallas Total Fund


     Policy Index


Indices


     MSCI ACWI (N)


     Wilshire 5000


     Standard & Poor’s 500


     MSCI ACWI X US IMI Index (N)


     MSCI EAFE Index (N)


     Bloomberg Aggregate


     FTSE High Yield Cash Pay


     Wilshire Real Est. Secs


     Alerian MLP Index


-5.04


-0.11


0.19


-0.89


-0.85


-2.37


-2.05


-1.58


-3.06


-2.59


2.59


0.30


3.30


-5.51


-3.19


3.88


0.61


3.12


3.42


4.33


6.33


6.87


1.40


1.88


4.11


3.13


6.43


-3.20


11.87


7.59


1.64


11.44


12.07


13.80


17.96


18.34


8.61


9.66


9.10


10.69


23.72


10.30


-11.25


14.92


2.37


2.98


3.55


-0.28


1.27


2.92


-4.08


-3.25


10.17


6.12


11.94


-10.20


-0.91


13.57


1.50


6.92


6.66


9.17


12.26


12.70


5.70


5.91


3.09


5.91


5.72


-2.09


-6.16


11.90


0.95


5.08


4.78


5.51


9.73


10.12


1.49


1.89


3.35


4.47


8.58


-9.06


12/31/11


 5/31/09


12/31/89


12/31/84


12/31/84


12/31/00


12/31/84


12/31/84


 5/31/94


12/31/84


12/31/84


12/31/88


12/31/84


12/31/95


4.77


13.44


2.94


9.02


9.62


5.12


11.02


11.17


4.65


8.31


6.88


7.99


9.20


10.99


236,158


245,595


15,202


3,525,099


6.70


6.97


0.43


100.00


Manager returns are net of fees. 2
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Systematic Financial


     Russell 2000                    
     Russell 2000 + 1.25%            


Redwood Investments *


     Russell 2000 Growth             
     Russell 2000 Growth +1.50%      


Channing Capital *


     Russell 2000 Value              
     Russell 2000 Value + 1.25%      


Domestic Equity Small Cap Composite


Indices


     Wilshire 5000
     Standard & Poor’s 500
     Russell 2000
     Russell 1000 Value


-5.23
-4.94
-4.83


-4.27
-4.32
-4.19


-6.12
-5.58
-5.48


-5.20


-2.05
-1.58
-4.94
-2.94


2.84
2.37
2.68


4.17
4.06
4.43


2.26
0.59
0.91


3.04


6.33
6.87
2.37
4.89


9.27
11.85
12.68


16.16
16.30
17.29


11.98
7.31
8.14


11.68


17.96
18.34
11.85
13.75


-14.48
-12.89
-11.64


-9.70
-11.02


-9.52


-14.33
-14.89
-13.64


-13.24


1.27
2.92


-12.89
0.62


8.18
7.89
9.14


4.20
5.05
6.30


7.26


12.26
12.70
7.89
8.08


7.98
6.41
7.66


4.04
4.63
5.88


6.67


9.73
10.12
6.41
6.59


 7/31/03
 7/31/03
 7/31/03


 9/30/16
 9/30/16
 9/30/16


11/30/13
11/30/13
11/30/13


 5/31/03


12/31/89
12/31/89
12/31/89
12/31/89


10.27
8.81


10.06


6.77
10.40
11.90


4.36
4.74
5.99


9.01


9.71
9.69
9.18
9.54


62,235


33,259


31,611


127,105


13.28


7.10


6.75


27.12


* Next Generation Manager. Manager returns are net of fees. 3
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MONTHLY SUMMARY
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© 2019 Wilshire Associates Inc.


Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Smith Graham *


     Russell Mid Cap                 
     Russell Mid Cap + 2%            


T. Rowe Price


     Standard & Poor’s 500           
     Standard & Poor’s 500 + 1%      


Northern Trust S&P 500 (Lending) 
     Standard & Poor’s 500                        


Domestic Equity Composite


     Custom Benchmark                


Indices


     Wilshire 5000
     Standard & Poor’s 500
     Russell 2000
     Russell 1000 Value


-7.07
-2.85
-2.68


-1.63
-1.58
-1.50


-1.59
-1.58


-3.37
-2.05


-2.05
-1.58
-4.94
-2.94


4.58
5.31
5.80


6.72
6.87
7.12


6.88
6.87


5.46
6.33


6.33
6.87
2.37
4.89


7.54
19.57
20.90


19.27
18.34
19.00


18.39
18.34


15.21
17.96


17.96
18.34
11.85
13.75


-14.58
0.54
2.54


3.41
2.92
3.92


2.98
2.92


-4.03
1.27


1.27
2.92


-12.89
0.62


13.63
12.70
13.70


12.71
12.70


10.39
12.26


12.26
12.70
7.89
8.08


10.79
10.12
11.12


10.16
10.12


8.57
9.73


9.73
10.12
6.41
6.59


12/31/17
12/31/17
12/31/17


 3/31/06
 3/31/06
 3/31/06


12/31/94
12/31/94


12/31/89
12/31/89


12/31/89
12/31/89
12/31/89
12/31/89


-5.06
5.16
7.16


9.09
8.53
9.53


9.94
9.89


9.90
10.00


9.71
9.69
9.18
9.54


62,842


140,195


138,519


468,660


13.41


29.91


29.56


100.00


* Next Generation Manager. Manager returns are net of fees. 4
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Adelante Capital Management


     Wilshire Real Est. Secs         
     Wilshire Real Est. Secs +1%     


CenterSquare


     Wilshire Real Est. Secs         
     Wilshire Real Est. Secs + 1%    


REIT Composite


     Wilshire Real Est. Secs         


Heitman America Real Estate Trust, LP


     NCREIF ODCE NOF                      


Invesco Core Real Estate USA, LLC


     NCREIF ODCE NOF                     


Indices


     Wilshire REIT Index
     NCREIF ODCE NOF


3.21
3.30
3.38


3.91
3.30
3.38


3.56
3.30


0.00
0.00


0.00
0.00


3.34
0.00


6.73
6.43
6.68


6.73
6.43
6.68


6.80
6.43


-0.54
0.77


1.05
0.77


6.46
0.77


25.48
23.72
24.38


24.67
23.72
24.38


25.16
23.72


0.78
1.98


2.18
1.98


23.78
1.98


14.80
11.94
12.94


12.96
11.94
12.94


13.96
11.94


3.36
5.47


7.10
5.47


12.03
5.47


6.56
5.72
6.72


6.11
5.72


5.65
6.61


7.99
6.61


5.48
6.61


8.36
8.58
9.58


8.26
8.58


8.37
8.76


10.19
8.76


8.26
8.76


 9/30/01
 9/30/01
 9/30/01


 5/31/18
 5/31/18
 5/31/18


 9/30/01
 9/30/01


11/30/10
11/30/10


11/30/10
11/30/10


12/31/89
12/31/98


10.28
10.62
11.62


17.69
16.51
17.51


10.39
10.62


10.62
10.45


10.96
10.45


9.82
7.40


90,161


90,514


180,675


91,740


77,379


21.71


21.80


43.51


22.09


18.63


Manager returns are net of fees. Private Core Real Estate manager information is preliminary as market values are not yet finalized by the manager. 5
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Private Core Real Estate Composite


     Custom Benchmark                


Total Real Estate Composite


     Custom Benchmark                


Indices


     Wilshire REIT Index
     NCREIF ODCE NOF


-0.00
0.00


1.52
1.65


3.34
0.00


0.13
0.60


2.91
3.49


6.46
0.77


2.66
2.89


11.63
13.02


23.78
1.98


5.32
5.63


8.91
9.13


12.03
5.47


5.43
5.57


5.67
5.86


5.48
6.61


7.95
7.53


8.17
8.33


8.26
8.76


 9/30/10
 9/30/10


12/31/89
12/31/89


12/31/89
12/31/98


9.74
9.08


6.69
8.72


9.82
7.40


234,601


415,275


56.49


100.00


* Manager returns are net of fees. 6







Month-End Market 


Value
Commitment Value Drawn Down Capital Cash Distributions Inception Date IRR Since Inception Multiple 3


Invesco II 65,481,517 65,188,333 65,188,333 3,498,909 Jan-14 2.7% 1.1


Total Direct Private Real Estate 65,481,517 65,188,333 65,188,333 3,498,909 Jan-14 2.7% 1.1


Month-End Market 


Value
Commitment Value Drawn Down Capital Cash Distributions Inception Date IRR Since Inception Multiple 3


Hamilton Lane Secondary Fund II 1,791,753 25,000,000 22,848,181 26,827,994 Jul-09 8.9% 1.3


Hamilton Lane Secondary Fund III 12,091,507 30,000,000 17,762,479 17,448,462 Nov-12 20.1% 1.7


Hamilton Lane Secondary Fund IV 19,347,764 30,000,000 15,336,494 1,065,637 Mar-17 30.8% 1.3


Hamilton Lane Fund VII Composite 29,541,513 50,000,000 42,992,714 29,618,796 Jan-10 7.1% 1.4


Hamilton Lane Fund VIII (Global) 22,729,580 30,000,000 16,412,837 3,077,379 Nov-12 11.8% 1.6


Hamilton Lane Cash - - - - Aug-09 -.- -.-


GCM Grosvenor - Partnership, L.P. 44,479,084 75,000,000 82,378,227 87,076,336 Jun-11 15.3% 1.6


GCM Grosvenor - Partnership II, L.P. (2014) 54,362,610 60,000,000 57,828,815 18,421,090 Jul-14 11.8% 1.3


GCM Grosvenor - Partnership II, L.P. (2015) 24,184,369 20,000,000 25,994,916 1,428,044 Dec-15 15.4% 1.0


GCM Grosvenor - Partnership II, L.P. (2017) 6,336,205 30,000,000 6,649,922 66,378 Jan-18 -5.5% 1.0


GCM Grosvenor Cash - - - - Jun-11 -.- -.-


Fairview Capital III * 30,730,735 40,000,000 27,349,684 1,630,828 Aug-15 10.1% 1.2


Total Private Equity Composite 245,595,120 390,000,000 315,554,269 186,660,944 Jul-09 12.7% 1.4


Public Market Equivalent (PME) 2 295,259,860 16.0%


* Next Generation Manager
1 Total Value to Paid-in Capital ("TVPI") multiple calculation = (market value + distributions) / capital called


3 Private Equity cash account


Employees' Retirement Fund of the City of Dallas


Private Equity & Direct Private Real Estate Monthly Performance and Market Value Summary
Periods Ended 08/31/19


2 The Public Market Equivalent (PME) approach creates a hypothetical investment vehicle that mimics the private equity composite cash flows. The performance difference between the PME vehicle and the private equity portfolio is determined by their net asset value (NAV) at the end of 


the benchmarking period. The performance of the "public market" is simulated using the monthly S&P 500 index returns, plus a 300 BPs annual hurdle rate.


7
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Acadian International


     Custom Benchmark                
     Custom Benchmark + 2%           


Ativo International *


     MSCI EAFE Index (N)             
     MSCI EAFE Index (N) + 2%        


AQR Capital Management


     Custom Benchmark                
     Custom Benchmark + 1.5%         


Baillie Gifford


     MSCI ACWI Ex U.S. (N)           


Earnest Partners *


     MSCI ACWI Ex U.S. (N)           


BlackRock ACWI Ex U.S.


Indices


     MSCI ACWI X US IMI Index (N)
     MSCI ACWI ex US (N)
     MSCI ACWI X US Small Cap (N)
     MSCI EAFE Index (N)
     MSCI Emerging Mkts (N)


-5.36
-2.88
-2.72


-2.22
-2.59
-2.43


-4.18
-3.09
-2.96


-2.82
-3.09


-3.02
-3.09


-3.06
-3.09
-2.88
-2.59
-4.88


-1.45
0.73
1.22


3.21
1.88
2.37


-0.22
1.50
1.88


3.49
1.50


1.46
1.50


1.40
1.50
0.73
1.88


-0.18


8.15
7.66
8.99


12.31
9.66


10.99


5.74
8.76
9.76


8.61
8.76
7.66
9.66
3.91


-10.45
-9.01
-7.01


-1.95
-3.25
-1.25


-8.35
-3.27
-1.77


-4.08
-3.27
-9.01
-3.25
-4.36


7.07
4.65
6.65


4.40
5.87
7.37


5.70
5.87
4.65
5.91
5.76


2.98
2.28
4.28


1.04
1.37
2.87


1.49
1.37
2.28
1.89
0.38


 3/31/89
 3/31/89
 3/31/89


12/31/17
12/31/17
12/31/17


 3/31/06
 3/31/06
 3/31/06


 3/31/19
 3/31/19


 3/31/19
 3/31/19


 5/31/94
12/31/98
 5/31/94


12/31/89
12/31/98


8.06
5.62
7.62


-1.14
-3.31
-1.31


2.60
2.44
3.94


2.53
-1.41


-1.92
-1.41


4.65
4.50
5.29
4.21
8.43


96,846


34,836


185,824


80,541


77,280


1


20.37


7.33


39.09


16.94


16.26


0.00


*Next Generation Manager. Manager returns are net of fees. 8
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


International Equity Composite


     Custom Benchmark                


Indices


     MSCI ACWI X US IMI Index (N)
     MSCI ACWI ex US (N)
     MSCI ACWI X US Small Cap (N)
     MSCI EAFE Index (N)
     MSCI Emerging Mkts (N)


-3.87
-3.06


-3.06
-3.09
-2.88
-2.59
-4.88


0.65
1.40


1.40
1.50
0.73
1.88


-0.18


8.54
8.61


8.61
8.76
7.66
9.66
3.91


-5.97
-4.08


-4.08
-3.27
-9.01
-3.25
-4.36


5.87
5.70


5.70
5.87
4.65
5.91
5.76


1.83
1.49


1.49
1.37
2.28
1.89
0.38


12/31/89
12/31/89


 5/31/94
12/31/98
 5/31/94


12/31/89
12/31/98


5.23
4.37


4.65
4.50
5.29
4.21
8.43


475,330 100.00


*Next Generation Manager. Manager returns are net of fees. 9
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Ariel Global *


     MSCI ACWI (N)                   
     MSCI ACWI (N) + 1.5%            


Wellington


     MSCI ACWI (N)                   
     MSCI ACWI (N) + 2%              


Northern Trust Global Equity


     MSCI AC World IMI Index (N)     


Global Equity Composite


     MSCI ACWI (N)                   


Indices


     MSCI AC World IMI Index (N)
     MSCI ACWI (N)


-2.07
-2.37
-2.25


-2.89
-2.37
-2.21


-2.21
-2.52


-2.49
-2.37


-2.52
-2.37


2.37
4.33
4.70


3.88
4.33
4.82


4.41
4.06


3.28
4.33


4.06
4.33


7.42
13.80
14.80


15.73
13.80
15.13


14.08
13.49


11.95
13.80


13.49
13.80


-3.82
-0.28
1.22


-2.35
-0.28
1.72


-0.69
-1.43


-2.85
-0.28


-1.43
-0.28


8.67
9.17


11.17


9.37
8.86


8.75
9.17


8.86
9.17


6.39
5.51
7.51


4.75
5.51


5.40
5.51


12/31/17
12/31/17
12/31/17


 8/31/12
 8/31/12
 8/31/12


 9/30/15
 9/30/15


 8/31/12
 8/31/12


 8/31/12
 8/31/12


0.85
1.84
3.34


10.92
8.99


10.99


10.23
9.71


8.30
8.99


9.00
8.99


104,180


123,497


18,966


246,644


42.24


50.07


7.69


100.00


*Next Generation Manager. Manager returns are net of fees. 10
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Acadian Global Low Vol.


     MSCI ACWI (N)                   
     MSCI ACWI (N) + 2%              
     MSCI ACWI Min Vol (N)           


BlackRock Global Low Vol.


     MSCI ACWI Min Vol (N)           


Global Low Volatility Composite


     MSCI ACWI Min Vol (N)           


Indices


     MSCI ACWI Min Vol (N)
     MSCI ACWI (N)


-0.77
-2.37
-2.21
1.40


1.38
1.40


0.29
1.40


1.40
-2.37


5.83
4.33
4.82
5.97


6.05
5.97


5.93
5.97


5.97
4.33


14.57
13.80
15.13
16.27


16.56
16.27


15.56
16.27


16.27
13.80


5.95
-0.28
1.72
9.71


10.09
9.71


8.02
9.71


9.71
-0.28


8.57
9.17


11.17
9.52


10.02
9.52


9.30
9.52


9.52
9.17


8.70
5.51


 6/30/15
 6/30/15
 6/30/15
 6/30/15


 6/30/15
 6/30/15


 6/30/15
 6/30/15


 6/30/15
 6/30/15


8.57
6.71
8.71
9.47


9.98
9.47


9.29
9.47


9.47
6.71


178,769


178,826


357,596


49.99


50.01


100.00


Manager returns are net of fees. 11
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Harvest Fund Advisors MLP


     Alerian MLP Index               
     Alerian MLP Index + 1.5%        


Atlantic Trust CIBC


     Alerian MLP Index               
     Alerian MLP Index + 1.5%        


MLP Composite


     Alerian MLP Index               


Indices


     Alerian MLP Index
     Standard & Poor’s 500


-4.66
-5.51
-5.39


-5.43
-5.51
-5.39


-5.04
-5.51


-5.51
-1.58


-2.63
-3.20
-2.83


-3.75
-3.20
-2.83


-3.19
-3.20


-3.20
6.87


13.86
10.30
11.30


9.92
10.30
11.30


11.87
10.30


10.30
18.34


-10.74
-10.20


-8.70


-11.76
-10.20


-8.70


-11.25
-10.20


-10.20
2.92


-0.42
-2.09
-0.59


-1.40
-2.09
-0.59


-0.91
-2.09


-2.09
12.70


-6.43
-9.06
-7.56


-6.53
-9.06
-7.56


-6.16
-9.06


-9.06
10.12


12/31/11
12/31/11
12/31/11


12/31/11
12/31/11
12/31/11


12/31/11
12/31/11


12/31/11
12/31/11


4.29
0.12
1.62


4.91
0.12
1.62


4.77
0.12


0.12
14.01


118,813


117,344


236,158


50.31


49.69


100.00


Manager returns are net of fees. 12
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Securian Asset Management


     Bloomberg Aggregate             
     Bloomberg Aggregate + 0.5%      


Aberdeen Global Fixed Income


     Bloomberg Aggregate             
     Bloomberg Aggregate + 0.5%      


Garcia Hamilton *


     Bloomberg Aggregate             
     Bloomberg Aggregate + 0.5%      


Global Fixed Income Composite


     Bloomberg Aggregate             


Indices


     10 yr Treasury Bellwethers Index
     Bloomberg Aggregate


2.45
2.59
2.63


2.62
2.59
2.63


2.45
2.59
2.63


2.52
2.59


4.74
2.59


4.00
4.11
4.23


4.21
4.11
4.23


3.39
4.11
4.23


4.01
4.11


6.16
4.11


9.55
9.10
9.44


9.99
9.10
9.44


7.47
9.10
9.44


9.44
9.10


12.43
9.10


9.85
10.17
10.67


10.90
10.17
10.67


7.93
10.17
10.67


10.02
10.17


15.06
10.17


3.86
3.09
3.59


3.29
3.09
3.59


2.87
3.09
3.59


3.47
3.09


2.21
3.09


4.11
3.35
3.85


3.36
3.35
3.85


3.37
3.35
3.85


3.68
3.35


3.43
3.35


 6/30/07
 6/30/07
 6/30/07


 4/30/07
 4/30/07
 4/30/07


10/31/13
10/31/13
10/31/13


 9/30/95
 9/30/95


 9/30/95
 9/30/95


4.91
4.52
5.02


4.94
4.37
4.87


3.86
3.53
4.03


5.15
5.28


5.20
5.28


225,804


225,715


74,202


525,721


42.95


42.93


14.11


100.00


* Next Generation Manager. Manager returns are net of fees. 13
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Neuberger Berman


     Custom Benchmark                
     Custom Benchmark + 1%           


Indices


     ML High Yield Master II Constrained
     S&P LSTA Leverage Loan Index
     JPM EMBI Global Diversified


-0.42
0.29
0.37


0.39
-0.27
0.75


2.28
3.16
3.41


3.38
0.77
5.44


8.86
10.26
10.93


11.15
6.30


13.50


6.79
7.81
8.81


6.58
3.33


13.77


5.29
5.27
6.27


6.19
4.67
4.90


4.86
3.76
5.45


 1/31/16
 1/31/16
 1/31/16


 1/31/16
 1/31/16
 1/31/16


7.42
7.96
8.96


9.72
6.01
8.10


179,810 100.00


* Manager returns are net of fees. 14
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Oaktree Capital Management


     FTSE High Yield Cash Pay        
     FTSE HY Cash Pay + 1%           


BlackRock


     FTSE High Yield Cash Pay        
     FTSE HY Cash Pay + 1%           


High Yield Composite


     FTSE High Yield Cash Pay        


Indices


     10 yr Treasury Bellwethers Index
     91-Day Treasury Bill
     FTSE High Yield Cash Pay


0.58
0.30
0.39


0.62
0.30
0.39


0.60
0.30


4.74
0.21
0.30


3.30
3.13
3.38


3.67
3.13
3.38


3.48
3.13


6.16
0.61
3.13


10.25
10.69
11.35


11.33
10.69
11.35


10.79
10.69


12.43
1.63


10.69


4.89
6.12
7.12


6.80
6.12
7.12


5.85
6.12


15.06
2.36
6.12


4.81
5.91
6.91


5.83
5.91
6.91


5.32
5.91


2.21
1.50
5.91


3.70
4.47
5.47


4.37
4.47
5.47


4.28
4.47


3.43
0.95
4.47


 1/31/97
 1/31/97
 1/31/97


 9/30/06
 9/30/06
 9/30/06


12/31/96
12/31/96


12/31/96
12/31/96
12/31/96


6.71
6.90
7.90


6.45
6.98
7.98


6.51
6.91


5.24
2.22
6.88


178,669


180,439


359,108


49.75


50.25


100.00


Manager returns are net of fees. 15
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Cash Account


Managed Short Term Composite


Indices


     91-Day Treasury Bill


0.19


0.19


0.21


0.61


0.61


0.61


1.64


1.64


1.63


2.37


2.37


2.36


1.50


1.50


1.50


0.95


0.95


0.95


12/31/87


12/31/89


12/31/89


3.30


2.94


2.96


15,202


15,202


100.00


100.00


Manager returns are net of fees. 16
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Global Equity Composite


Global Low Volatility Composite


Domestic Equity Composite


International Equity Composite


Global Fixed Income Composite


High Yield Composite


Credit Opportunities Composite


Total Real Estate Composite


Indices


     MSCI ACWI (N)


     Wilshire 5000


     Standard & Poor’s 500


     MSCI ACWI X US IMI Index (N)


     MSCI EAFE Index (N)


     Bloomberg Aggregate


     FTSE High Yield Cash Pay


     Wilshire Real Est. Secs


     Alerian MLP Index


-0.64


0.48


1.37


-1.21


0.31


0.53


0.53


0.58


0.29


1.49


1.44


-1.14


-1.27


0.22


0.42


1.59


-0.19


-0.72


4.38


0.83


-0.94


3.16


1.54


2.24


1.48


0.52


1.47


1.69


-0.98


-0.44


3.28


1.44


3.41


1.27


14.81


15.22


19.22


12.90


6.74


10.13


9.32


9.96


16.57


20.43


20.24


12.04


12.58


6.35


10.35


19.77


16.73


0.15


8.90


2.43


-4.18


7.73


5.88


6.21


8.65


2.95


7.01


7.99


-2.97


-2.60


8.08


6.53


11.56


-3.46


9.74


8.45


11.82


7.40


2.66


5.76


6.12


4.59


10.17


13.14


13.36


6.98


6.87


2.17


6.57


3.47


-0.66


5.82


10.20


2.78


3.38


4.47


8.12


6.48


11.07


11.34


2.24


2.39


3.05


4.72


8.49


-6.57


 8/31/12


 6/30/15


12/31/89


12/31/89


 9/30/95


12/31/96


 1/31/16


12/31/89


12/31/00


12/31/84


12/31/84


 5/31/94


12/31/84


12/31/84


12/31/88


12/31/84


12/31/95


8.80


9.41


10.05


5.38


5.06


6.50


7.73


6.65


5.27


11.11


11.25


4.80


8.41


6.82


8.00


9.12


11.30


252,952


356,539


484,981


494,575


512,784


356,967


180,572


409,072


7.08


9.98


13.58


13.85


14.36


10.00


5.06


11.46


Manager returns are net of fees. 1
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


MLP Composite


Private Equity Composite


Managed Short Term Composite


Dallas Total Fund


     Policy Index                    


Indices


     MSCI ACWI (N)


     Wilshire 5000


     Standard & Poor’s 500


     MSCI ACWI X US IMI Index (N)


     MSCI EAFE Index (N)


     Bloomberg Aggregate


     FTSE High Yield Cash Pay


     Wilshire Real Est. Secs


     Alerian MLP Index


-1.75


1.66


0.20


0.20


0.43


0.29


1.49


1.44


-1.14


-1.27


0.22


0.42


1.59


-0.19


-0.68


4.83


0.65


1.64


1.90


0.52


1.47


1.69


-0.98


-0.44


3.28


1.44


3.41


1.27


17.81


7.70


1.44


12.44


13.03


16.57


20.43


20.24


12.04


12.58


6.35


10.35


19.77


16.73


-5.08


15.27


2.36


4.60


5.49


2.95


7.01


7.99


-2.97


-2.60


8.08


6.53


11.56


-3.46


1.12


13.69


1.44


7.28


6.94


10.17


13.14


13.36


6.98


6.87


2.17


6.57


3.47


-0.66


-3.72


12.02


0.91


5.72


5.43


6.48


11.07


11.34


2.24


2.39


3.05


4.72


8.49


-6.57


12/31/11


 5/31/09


12/31/89


12/31/84


12/31/84


12/31/00


12/31/84


12/31/84


 5/31/94


12/31/84


12/31/84


12/31/88


12/31/84


12/31/95


5.54


13.57


2.94


9.07


9.67


5.27


11.11


11.25


4.80


8.41


6.82


8.00


9.12


11.30


248,701


248,603


25,040


3,570,785


6.96


6.96


0.70


100.00


Manager returns are net of fees. 2
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Systematic Financial


     Russell 2000                    
     Russell 2000 + 1.25%            


Redwood Investments *


     Russell 2000 Growth             
     Russell 2000 Growth +1.50%      


Channing Capital *


     Russell 2000 Value              
     Russell 2000 Value + 1.25%      


Domestic Equity Small Cap Composite


Indices


     Wilshire 5000
     Standard & Poor’s 500
     Russell 2000
     Russell 1000 Value


0.40
0.58
0.68


1.13
0.98
1.10


0.84
0.16
0.26


0.70


1.49
1.44
0.58
0.83


-0.35
-0.69
-0.38


1.13
0.69
1.06


-1.03
-2.16
-1.85


-0.15


1.47
1.69


-0.69
1.12


15.30
17.66
18.39


21.34
21.54
22.41


19.28
13.65
14.38


17.81


20.43
20.24
17.66
17.20


-6.84
-4.42
-3.17


2.63
-1.22
0.28


-7.28
-7.71
-6.46


-4.67


7.01
7.99


-4.42
5.20


10.89
10.36
11.61


6.80
7.96
9.21


9.73


13.14
13.36
10.36
9.44


10.49
8.53
9.78


6.24
6.74
7.99


8.94


11.07
11.34
8.53
8.01


 7/31/03
 7/31/03
 7/31/03


 9/30/16
 9/30/16
 9/30/16


11/30/13
11/30/13
11/30/13


 5/31/03


12/31/89
12/31/89
12/31/89
12/31/89


10.70
9.20


10.45


8.64
12.46
13.96


5.60
5.88
7.13


9.41


9.82
9.78
9.40
9.67


65,668


34,742


33,672


134,082


13.54


7.16


6.94


27.65


* Next Generation Manager. Manager returns are net of fees. 3







W i l s h i r e  C o n s u l t i n g


MONTHLY SUMMARY
Investment Performance and Market Values
For Periods Ending July 31, 2019


© 2019 Wilshire Associates Inc.


Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Smith Graham *


     Russell Mid Cap                 
     Russell Mid Cap + 2%            


T. Rowe Price


     Standard & Poor’s 500           
     Standard & Poor’s 500 + 1%      


Northern Trust S&P 500 (Lending) 
     Standard & Poor’s 500                       


Domestic Equity Composite


     Custom Benchmark                


Indices


     Wilshire 5000
     Standard & Poor’s 500
     Russell 2000
     Russell 1000 Value


2.37
1.43
1.59


1.45
1.44
1.52


1.44
1.44


1.37
1.49


1.49
1.44
0.58
0.83


-0.65
1.74
2.24


1.68
1.69
1.93


1.70
1.69


0.83
1.47


1.47
1.69


-0.69
1.12


15.72
23.08
24.24


21.25
20.24
20.83


20.30
20.24


19.22
20.43


20.43
20.24
17.66
17.20


-7.03
6.71
8.71


8.30
7.99
8.99


8.05
7.99


2.43
7.01


7.01
7.99


-4.42
5.20


14.23
13.36
14.36


13.36
13.36


11.82
13.14


13.14
13.36
10.36
9.44


11.99
11.34
12.34


11.38
11.34


10.20
11.07


11.07
11.34
8.53
8.01


12/31/17
12/31/17
12/31/17


 3/31/06
 3/31/06
 3/31/06


12/31/94
12/31/94


12/31/89
12/31/89


12/31/89
12/31/89
12/31/89
12/31/89


-0.84
7.38
9.38


9.28
8.72
9.72


10.04
10.00


10.05
10.11


9.82
9.78
9.40
9.67


67,623


142,525


140,751


484,981


13.94


29.39


29.02


100.00


* Next Generation Manager. Manager returns are net of fees. 4







W i l s h i r e  C o n s u l t i n g


MONTHLY SUMMARY
Investment Performance and Market Values
For Periods Ending July 31, 2019


© 2019 Wilshire Associates Inc.


Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Adelante Capital Management


     Wilshire Real Est. Secs         
     Wilshire Real Est. Secs +1%     


CenterSquare


     Wilshire Real Est. Secs         
     Wilshire Real Est. Secs + 1%    


REIT Composite


     Wilshire Real Est. Secs         


Heitman America Real Estate Trust, LP


     NCREIF ODCE NOF                      


Invesco Core Real Estate USA, LLC


     NCREIF ODCE NOF                      


Indices


     Wilshire REIT Index
     NCREIF ODCE NOF


1.53
1.59
1.67


1.21
1.59
1.67


1.37
1.59


0.00
0.00


0.00
0.00


1.58
0.00


3.58
3.41
3.66


3.09
3.41
3.66


3.40
3.41


-0.54
0.77


1.05
0.77


3.42
0.77


21.58
19.77
20.35


19.98
19.77
20.35


20.86
19.77


0.78
1.98


2.18
1.98


19.78
1.98


14.28
11.56
12.56


12.19
11.56
12.56


13.31
11.56


3.36
5.47


7.10
5.47


11.61
5.47


4.41
3.47
4.47


3.78
3.47


5.65
6.61


7.99
6.61


3.18
6.61


8.33
8.49
9.49


8.13
8.49


8.37
8.76


10.19
8.76


8.15
8.76


 9/30/01
 9/30/01
 9/30/01


 5/31/18
 5/31/18
 5/31/18


 9/30/01
 9/30/01


11/30/10
11/30/10


11/30/10
11/30/10


12/31/89
12/31/98


10.13
10.47
11.47


15.22
14.56
15.56


10.23
10.47


10.73
10.55


11.07
10.55


9.73
7.43


87,358


87,005


174,362


91,740


77,379


21.36


21.27


42.62


22.43


18.92


Manager returns are net of fees. Private Core Real Estate manager information is preliminary as market values are not yet finalized by the manager. 5







W i l s h i r e  C o n s u l t i n g


MONTHLY SUMMARY
Investment Performance and Market Values
For Periods Ending July 31, 2019


© 2019 Wilshire Associates Inc.


Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Private Core Real Estate Composite


     Custom Benchmark                


Total Real Estate Composite


     Custom Benchmark                


Indices


     Wilshire REIT Index
     NCREIF ODCE NOF


-0.00
0.00


0.58
0.79


1.58
0.00


0.13
0.60


1.48
2.00


3.42
0.77


2.66
2.89


9.96
11.18


19.78
1.98


5.32
5.63


8.65
8.94


11.61
5.47


5.42
5.56


4.59
4.73


3.18
6.61


7.95
7.53


8.12
8.29


8.15
8.76


 9/30/10
 9/30/10


12/31/89
12/31/89


12/31/89
12/31/98


9.83
9.17


6.65
8.69


9.73
7.43


234,710


409,072


57.38


100.00


* Next Generation Manager. Manager returns are net of fees. 6







Month-End Market 


Value
Commitment Value Drawn Down Capital Cash Distributions Inception Date IRR Since Inception Multiple 3


Invesco II 65,590,499 65,188,333 65,188,333 3,389,928 Jan-14 2.6% 1.1


Total Direct Private Real Estate 65,590,499 65,188,333 65,188,333 3,389,928 Jan-14 2.6% 1.1


Month-End Market 


Value
Commitment Value Drawn Down Capital Cash Distributions Inception Date IRR Since Inception Multiple 3


Hamilton Lane Secondary Fund II 1,471,744 25,000,000 22,848,181 26,827,994 Jul-09 8.6% 1.2


Hamilton Lane Secondary Fund III 12,344,408 30,000,000 17,762,479 17,177,862 Nov-12 20.3% 1.7


Hamilton Lane Secondary Fund IV 19,347,764 30,000,000 15,336,494 1,065,637 Mar-17 33.5% 1.3


Hamilton Lane Fund VII Composite 29,541,513 50,000,000 42,992,714 29,618,796 Jan-10 7.1% 1.4


Hamilton Lane Fund VIII (Global) 22,729,580 30,000,000 16,412,837 3,077,379 Nov-12 12.0% 1.6


Hamilton Lane Cash - - - - Aug-09 -.- -.-


GCM Grosvenor - Partnership, L.P. 47,932,193 75,000,000 81,462,229 83,447,561 Jun-11 15.3% 1.6


GCM Grosvenor - Partnership II, L.P. (2014) 54,258,807 60,000,000 57,725,012 18,421,090 Jul-14 10.3% 1.3


GCM Grosvenor - Partnership II, L.P. (2015) 24,115,242 20,000,000 25,925,789 1,428,044 Dec-15 13.8% 1.0


GCM Grosvenor - Partnership II, L.P. (2017) 6,131,440 30,000,000 6,445,157 66,378 Jan-18 -16.5% 1.0


GCM Grosvenor Cash - - - - Jun-11 -.- -.-


Fairview Capital III * 30,730,735 40,000,000 27,349,684 1,630,828 Aug-15 10.6% 1.2


Total Private Equity Composite 248,603,426 390,000,000 314,260,576 182,761,569 Jul-09 13.1% 1.4


Public Market Equivalent (PME) 2 368,218,316 16.6%


* Next Generation Manager
1


Total Value to Paid-in Capital ("TVPI") multiple calculation = (market value + distributions) / capital called


3 Private Equity cash account


Employees' Retirement Fund of the City of Dallas


Private Equity & Direct Private Real Estate Monthly Performance and Market Value Summary
Periods Ended 07/31/19


2 The Public Market Equivalent (PME) approach creates a hypothetical investment vehicle that mimics the private equity composite cash flows. The performance difference between the PME vehicle and the private equity portfolio is determined by their net asset value (NAV) at the end of 


the benchmarking period. The performance of the "public market" is simulated using the monthly S&P 500 index returns, plus a 300 BPs annual hurdle rate.


7







W i l s h i r e  C o n s u l t i n g


MONTHLY SUMMARY
Investment Performance and Market Values
For Periods Ending July 31, 2019


© 2019 Wilshire Associates Inc.


Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Acadian International


     Custom Benchmark                
     Custom Benchmark + 2%           


Ativo International *


     MSCI EAFE Index (N)             
     MSCI EAFE Index (N) + 2%        


AQR Capital Management


     Custom Benchmark                
     Custom Benchmark + 1.5%         


Baillie Gifford


     MSCI ACWI Ex U.S. (N)           


Earnest Partners *


     MSCI ACWI Ex U.S. (N)           


BlackRock ACWI Ex U.S.


Indices


     MSCI ACWI X US IMI Index (N)
     MSCI ACWI ex US (N)
     MSCI ACWI X US Small Cap (N)
     MSCI EAFE Index (N)
     MSCI Emerging Mkts (N)


-1.14
-0.67
-0.50


-0.43
-1.27
-1.10


-1.67
-1.21
-1.09


-0.31
-1.21


-1.43
-1.21


-1.14
-1.21
-0.67
-1.27
-1.22


0.24
-1.64
-1.14


2.03
-0.44
0.06


-2.35
-0.88
-0.51


0.80
-0.88


-2.05
-0.88


-0.98
-0.88
-1.64
-0.44
-2.67


14.27
10.86
12.02


14.85
12.58
13.74


10.35
12.23
13.10


12.04
12.23
10.86
12.58
9.24


-6.29
-7.22
-5.22


-1.00
-2.60
-0.60


-6.92
-2.27
-0.77


-2.97
-2.27
-7.22
-2.60
-2.18


8.51
5.59
7.59


6.14
7.20
8.70


6.98
7.20
5.59
6.87
8.42


4.44
3.03
5.03


2.07
2.12
3.62


2.24
2.12
3.03
2.39
1.84


 3/31/89
 3/31/89
 3/31/89


12/31/17
12/31/17
12/31/17


 3/31/06
 3/31/06
 3/31/06


 3/31/19
 3/31/19


 3/31/19
 3/31/19


 5/31/94
12/31/98
 5/31/94


12/31/89
12/31/98


8.27
5.73
7.73


0.21
-1.87
0.13


2.94
2.70
4.20


5.50
1.74


1.13
1.74


4.80
4.67
5.43
4.31
8.73


102,330


35,627


194,053


82,877


79,686


1


20.69


7.20


39.24


16.76


16.11


0.00


*Next Generation Manager. Manager returns are net of fees. 8







W i l s h i r e  C o n s u l t i n g


MONTHLY SUMMARY
Investment Performance and Market Values
For Periods Ending July 31, 2019


© 2019 Wilshire Associates Inc.


Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


International Equity Composite


     Custom Benchmark


Indices


     MSCI ACWI X US IMI Index (N)
     MSCI ACWI ex US (N)
     MSCI ACWI X US Small Cap (N)
     MSCI EAFE Index (N)
     MSCI Emerging Mkts (N)


-1.21
-1.14


-1.14
-1.21
-0.67
-1.27
-1.22


-0.94
-0.98


-0.98
-0.88
-1.64
-0.44
-2.67


12.90
12.04


12.04
12.23
10.86
12.58
9.24


-4.18
-2.97


-2.97
-2.27
-7.22
-2.60
-2.18


7.40
6.98


6.98
7.20
5.59
6.87
8.42


2.78
2.24


2.24
2.12
3.03
2.39
1.84


12/31/89
12/31/89


 5/31/94
12/31/98
 5/31/94


12/31/89
12/31/98


5.38
4.49


4.80
4.67
5.43
4.31
8.73


494,575 100.00


Manager returns are net of fees. 9







W i l s h i r e  C o n s u l t i n g


MONTHLY SUMMARY
Investment Performance and Market Values
For Periods Ending July 31, 2019


© 2019 Wilshire Associates Inc.


Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Ariel Global *


     MSCI ACWI (N)                   
     MSCI ACWI (N) + 1.5%            


Wellington


     MSCI ACWI (N)                   
     MSCI ACWI (N) + 2%              


Northern Trust Global Equity


     MSCI AC World IMI Index (N)     


Global Equity Composite


     MSCI ACWI (N)                   


Indices


     MSCI AC World IMI Index (N)
     MSCI ACWI (N)


-1.36
0.29
0.42


-0.17
0.29
0.46


0.30
0.30


-0.64
0.29


0.30
0.29


-1.47
0.52
0.89


-0.26
0.52
1.02


0.36
0.36


-0.72
0.52


0.36
0.52


9.69
16.57
17.44


19.17
16.57
17.73


16.65
16.43


14.81
16.57


16.43
16.57


-1.41
2.95
4.45


1.13
2.95
4.95


2.43
2.05


0.15
2.95


2.05
2.95


9.76
10.17
12.17


10.32
9.92


9.74
10.17


9.92
10.17


7.68
6.48
8.48


5.82
6.48


6.43
6.48


12/31/17
12/31/17
12/31/17


 8/31/12
 8/31/12
 8/31/12


 9/30/15
 9/30/15


 8/31/12
 8/31/12


 8/31/12
 8/31/12


2.24
3.50
5.00


11.53
9.48


11.48


11.11
10.67


8.80
9.48


9.52
9.48


106,389


127,169


19,394


252,952


42.06


50.27


7.67


100.00


*Next Generation Manager. Manager returns are net of fees. 10







W i l s h i r e  C o n s u l t i n g


MONTHLY SUMMARY
Investment Performance and Market Values
For Periods Ending July 31, 2019


© 2019 Wilshire Associates Inc.


Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Acadian Global Low Vol.


     MSCI ACWI (N)                   
     MSCI ACWI (N) + 2%              
     MSCI ACWI Min Vol (N)           


BlackRock Global Low Vol.


     MSCI ACWI Min Vol (N)           


Global Low Volatility Composite


     MSCI ACWI Min Vol (N)           


Indices


     MSCI ACWI Min Vol (N)
     MSCI ACWI (N)


0.72
0.29
0.46
0.21


0.24
0.21


0.48
0.21


0.21
0.29


5.29
0.52
1.02
3.38


3.49
3.38


4.38
3.38


3.38
0.52


15.46
16.57
17.73
14.67


14.97
14.67


15.22
14.67


14.67
16.57


7.47
2.95
4.95
9.85


10.31
9.85


8.90
9.85


9.85
2.95


8.26
10.17
12.17
8.11


8.62
8.11


8.45
8.11


8.11
10.17


9.06
6.48


 6/30/15
 6/30/15
 6/30/15
 6/30/15


 6/30/15
 6/30/15


 6/30/15
 6/30/15


 6/30/15
 6/30/15


8.96
7.49
9.49
9.30


9.83
9.30


9.41
9.30


9.30
7.49


180,162


176,377


356,539


50.53


49.47


100.00


Manager returns are net of fees. 11







W i l s h i r e  C o n s u l t i n g


MONTHLY SUMMARY
Investment Performance and Market Values
For Periods Ending July 31, 2019


© 2019 Wilshire Associates Inc.


Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Harvest Fund Advisors MLP


     Alerian MLP Index               
     Alerian MLP Index + 1.5%        


Atlantic Trust CIBC


     Alerian MLP Index               
     Alerian MLP Index + 1.5%        


MLP Composite


     Alerian MLP Index               


Indices


     Alerian MLP Index
     Standard & Poor’s 500


-1.52
-0.19
-0.07


-1.99
-0.19
-0.07


-1.75
-0.19


-0.19
1.44


0.03
1.27
1.65


-1.38
1.27
1.65


-0.68
1.27


1.27
1.69


19.43
16.73
17.61


16.23
16.73
17.61


17.81
16.73


16.73
20.24


-5.01
-3.46
-1.96


-5.15
-3.46
-1.96


-5.08
-3.46


-3.46
7.99


1.46
-0.66
0.84


0.79
-0.66
0.84


1.12
-0.66


-0.66
13.36


-3.94
-6.57
-5.07


-4.15
-6.57
-5.07


-3.72
-6.57


-6.57
11.34


12/31/11
12/31/11
12/31/11


12/31/11
12/31/11
12/31/11


12/31/11
12/31/11


12/31/11
12/31/11


5.00
0.87
2.37


5.74
0.87
2.37


5.54
0.87


0.87
14.41


124,624


124,077


248,701


50.11


49.89


100.00


Manager returns are net of fees. 12







W i l s h i r e  C o n s u l t i n g


MONTHLY SUMMARY
Investment Performance and Market Values
For Periods Ending July 31, 2019
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Securian Asset Management


     Bloomberg Aggregate             
     Bloomberg Aggregate + 0.5%      


Aberdeen Global Fixed Income


     Bloomberg Aggregate             
     Bloomberg Aggregate + 0.5%      


Garcia Hamilton *


     Bloomberg Aggregate             
     Bloomberg Aggregate + 0.5%      


Global Fixed Income Composite


     Bloomberg Aggregate             


Indices


     10 yr Treasury Bellwethers Index
     Bloomberg Aggregate


0.38
0.22
0.26


0.27
0.22
0.26


0.25
0.22
0.26


0.31
0.22


-0.08
0.22


3.17
3.28
3.40


3.36
3.28
3.40


2.52
3.28
3.40


3.16
3.28


4.75
3.28


6.93
6.35
6.64


7.18
6.35
6.64


4.90
6.35
6.64


6.74
6.35


7.35
6.35


8.11
8.08
8.58


7.93
8.08
8.58


6.02
8.08
8.58


7.73
8.08


11.07
8.08


3.10
2.17
2.67


2.43
2.17
2.67


2.05
2.17
2.67


2.66
2.17


0.32
2.17


3.82
3.05
3.55


3.03
3.05
3.55


3.12
3.05
3.55


3.38
3.05


2.91
3.05


 6/30/07
 6/30/07
 6/30/07


 4/30/07
 4/30/07
 4/30/07


10/31/13
10/31/13
10/31/13


 9/30/95
 9/30/95


 9/30/95
 9/30/95


4.74
4.33
4.83


4.75
4.18
4.68


3.48
3.12
3.62


5.06
5.18


5.02
5.18


220,405


219,950


72,429


512,784


42.98


42.89


14.12


100.00


* Next Generation Manager. Manager returns are net of fees. 13
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Neuberger Berman


     Custom Benchmark                
     Custom Benchmark + 1%           


Indices


     ML High Yield Master II Constrained
     S&P LSTA Leverage Loan Index
     JPM EMBI Global Diversified


0.53
0.84
0.93


0.51
0.80
1.21


2.24
2.50
2.75


1.67
0.83
5.08


9.32
9.95


10.53


10.72
6.59


12.65


6.21
7.29
8.29


6.93
4.03


10.97


6.12
5.73
6.73


6.84
5.03
5.26


5.09
3.85
5.47


 1/31/16
 1/31/16
 1/31/16


 1/31/16
 1/31/16
 1/31/16


7.73
8.07
9.07


9.84
6.24
8.07


180,572 100.00


Manager returns are net of fees. 14
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Oaktree Capital Management


     Citigroup High Yield Cash Pay   
     Citigroup HY Cash Pay + 1%      


BlackRock


     Citigroup High Yield Cash Pay   
     Citigroup HY Cash Pay + 1%      


High Yield Composite


     Citigroup High Yield Cash Pay   


Indices


     10 yr Treasury Bellwethers Index
     91-Day Treasury Bill
     FTSE High Yield Cash Pay


0.40
0.42
0.50


0.66
0.42
0.50


0.53
0.42


-0.08
0.18
0.42


1.22
1.44
1.69


1.86
1.44
1.69


1.54
1.44


4.75
0.63
1.44


9.61
10.35
10.93


10.65
10.35
10.93


10.13
10.35


7.35
1.43


10.35


5.12
6.53
7.53


6.64
6.53
7.53


5.88
6.53


11.07
2.34
6.53


5.29
6.57
7.57


6.23
6.57
7.57


5.76
6.57


0.32
1.44
6.57


3.89
4.72
5.72


4.56
4.72
5.72


4.47
4.72


2.91
0.91
4.72


 1/31/97
 1/31/97
 1/31/97


 9/30/06
 9/30/06
 9/30/06


12/31/96
12/31/96


12/31/96
12/31/96
12/31/96


6.71
6.91
7.91


6.44
7.00
8.00


6.50
6.92


5.04
2.22
6.89


177,638


179,328


356,967


49.76


50.24


100.00


Manager returns are net of fees. 15
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Cash Account


Managed Short Term Composite


Indices


     91-Day Treasury Bill


0.20


0.20


0.18


0.65


0.65


0.63


1.44


1.44


1.43


2.36


2.36


2.34


1.44


1.44


1.44


0.91


0.91


0.91


12/31/87


12/31/89


12/31/89


3.30


2.94


2.96


25,040


25,040


100.00


100.00


Manager returns are net of fees. 16
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Global Equity Composite


Global Low Volatility Composite


Domestic Equity Composite


International Equity Composite


Global Fixed Income Composite


High Yield Composite


Credit Opportunities Composite


Total Real Estate Composite


Indices


     MSCI ACWI (N)


     Wilshire 5000


     Standard & Poor’s 500


     MSCI ACWI X US IMI Index (N)


     MSCI EAFE Index (N)


     Bloomberg Aggregate


     FTSE High Yield Cash Pay


     Wilshire Real Est. Secs


     Alerian MLP Index


6.60


5.12


7.68


6.02


1.13


2.33


1.65


0.75


6.55


6.96


7.05


5.80


5.93


1.26


2.42


1.43


2.64


2.88


5.08


3.67


2.72


3.01


2.39


2.15


1.78


3.61


3.99


4.30


2.74


3.68


3.08


2.40


1.62


0.12


15.55


14.67


17.63


14.52


6.41


9.55


8.18


9.28


16.23


18.66


18.54


13.33


14.03


6.11


9.93


17.90


16.96


3.58


11.90


4.11


-0.91


7.44


6.37


6.87


8.15


5.74


9.09


10.42


0.26


1.08


7.87


7.24


10.47


3.09


11.63


9.03


12.96


9.68


2.88


6.33


6.42


5.16


11.62


14.03


14.19


9.16


9.11


2.31


7.33


4.30


-0.42


5.61


9.40


2.86


3.30


4.05


7.97


6.16


10.33


10.71


2.25


2.25


2.95


4.35


8.16


-7.20


 8/31/12


 6/30/15


12/31/89


12/31/89


 9/30/95


12/31/96


 1/31/16


12/31/89


12/31/00


12/31/84


12/31/84


 5/31/94


12/31/84


12/31/84


12/31/88


12/31/84


12/31/95


9.02


9.48


10.03


5.45


5.07


6.50


7.60


6.65


5.28


11.10


11.24


4.86


8.47


6.83


8.01


9.10


11.35


254,639


354,690


478,450


500,817


511,081


355,083


178,559


408,503


7.12


9.92


13.38


14.01


14.29


9.93


4.99


11.42


Manager returns are net of fees. 1
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MONTHLY SUMMARY
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© 2019 Wilshire Associates Inc.


Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


MLP Composite


Private Equity Composite


Managed Short Term Composite


Dallas Total Fund


     Policy Index


Indices


     MSCI ACWI (N)


     Wilshire 5000


     Standard & Poor’s 500


     MSCI ACWI X US IMI Index (N)


     MSCI EAFE Index (N)


     Bloomberg Aggregate


     FTSE High Yield Cash Pay


     Wilshire Real Est. Secs


     Alerian MLP Index


3.77


0.96


0.22


3.71


3.83


6.55


6.96


7.05


5.80


5.93


1.26


2.42


1.43


2.64


-0.42


4.35


0.64


5.36


3.27


3.61


3.99


4.30


2.74


3.68


3.08


2.40


1.62


0.12


19.91


4.57


1.24


14.73


12.52


16.23


18.66


18.54


13.33


14.03


6.11


9.93


17.90


16.96


2.61


12.63


2.32


8.84


7.30


5.74


9.09


10.42


0.26


1.08


7.87


7.24


10.47


3.09


2.01


13.28


1.38


8.96


7.69


11.62


14.03


14.19


9.16


9.11


2.31


7.33


4.30


-0.42


-4.15


12.70


0.87


5.91


5.09


6.16


10.33


10.71


2.25


2.25


2.95


4.35


8.16


-7.20


12/31/11


 5/31/09


12/31/89


12/31/84


12/31/84


12/31/00


12/31/84


12/31/84


 5/31/94


12/31/84


12/31/84


12/31/88


12/31/84


12/31/95


5.86


13.35


2.95


9.15


9.68


5.28


11.10


11.24


4.86


8.47


6.83


8.01


9.10


11.35


253,140


242,014


38,784


3,575,758


7.08


6.77


1.08


100.00


Manager returns are net of fees. 2
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Systematic Financial


     Russell 2000                    
     Russell 2000 + 1.25%            


Redwood Investments *


     Russell 2000 Growth             
     Russell 2000 Growth +1.50%      


Channing Capital *


     Russell 2000 Value              
     Russell 2000 Value + 1.25%      


Domestic Equity Small Cap Composite


Indices


     Wilshire 5000
     Standard & Poor’s 500
     Russell 2000
     Russell 1000 Value


8.08
7.07
7.17


7.60
7.70
7.83


8.02
6.37
6.47


7.94


6.96
7.05
7.07
7.18


3.49
2.10
2.41


3.55
2.75
3.12


2.83
1.38
1.69


3.34


3.99
4.30
2.10
3.84


14.84
16.98
17.61


19.98
20.36
21.11


18.29
13.47
14.09


16.99


18.66
18.54
16.98
16.24


-5.60
-3.31
-2.06


0.45
-0.49
1.01


-5.02
-6.24
-4.99


-3.99


9.09
10.42
-3.31
8.46


12.77
12.30
13.55


8.40
9.81


11.06


11.60


14.03
14.19
12.30
10.19


9.15
7.06
8.31


4.77
5.39
6.64


7.64


10.33
10.71
7.06
7.46


 7/31/03
 7/31/03
 7/31/03


 9/30/16
 9/30/16
 9/30/16


11/30/13
11/30/13
11/30/13


 5/31/03


12/31/89
12/31/89
12/31/89
12/31/89


10.73
9.21


10.46


8.47
12.46
13.96


5.52
5.94
7.19


9.42


9.79
9.75
9.40
9.67


65,409


34,353


33,391


133,153


13.67


7.18


6.98


27.83


* Next Generation Manager. Manager returns are net of fees. 3







W i l s h i r e  C o n s u l t i n g


MONTHLY SUMMARY
Investment Performance and Market Values
For Periods Ending June 30, 2019


© 2019 Wilshire Associates Inc.


Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Smith Graham *


     Russell Mid Cap
     Russell Mid Cap + 2%            


T. Rowe Price


     Standard & Poor’s 500           
     Standard & Poor’s 500 + 1%      


Northern Trust S&P 500 (Lending)


     Standard & Poor’s 500                           


Domestic Equity Composite


     Custom Benchmark


Indices


     Wilshire 5000
     Standard & Poor’s 500
     Russell 2000
     Russell 1000 Value


9.93
6.87
7.03


6.99
7.05
7.13


7.06
7.05


7.68
6.96


6.96
7.05
7.07
7.18


1.61
4.13
4.62


4.42
4.30
4.55


4.32
4.30


3.67
3.99


3.99
4.30
2.10
3.84


13.04
21.35
22.34


19.56
18.54
19.04


18.59
18.54


17.63
18.66


18.66
18.54
16.98
16.24


-6.01
7.83
9.83


10.58
10.42
11.42


10.48
10.42


4.11
9.09


9.09
10.42
-3.31
8.46


15.22
14.19
15.19


14.20
14.19


12.96
14.03


14.03
14.19
12.30
10.19


11.33
10.71
11.71


10.76
10.71


9.40
10.33


10.33
10.71
7.06
7.46


12/31/17
12/31/17
12/31/17


 3/31/06
 3/31/06
 3/31/06


12/31/94
12/31/94


12/31/89
12/31/89


12/31/89
12/31/89
12/31/89
12/31/89


-2.42
6.79
8.79


9.23
8.66
9.66


10.02
9.97


10.03
10.08


9.79
9.75
9.40
9.67


66,056


140,490


138,751


478,450


13.81


29.36


29.00


100.00


* Next Generation Manager. Manager returns are net of fees. 4
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Adelante Capital Management


     Wilshire Real Est. Secs         
     Wilshire Real Est. Secs +1%     


CenterSquare


     Wilshire Real Est. Secs         
     Wilshire Real Est. Secs + 1%    


REIT Composite


     Wilshire Real Est. Secs         


Heitman America Real Estate Trust, LP


     NCREIF ODCE NOF


Invesco Core Real Estate USA, LLC


     NCREIF ODCE NOF


Invesco II


Indices


     Wilshire REIT Index
     NCREIF ODCE NOF


1.86
1.43
1.51


1.61
1.43
1.51


1.73
1.43


0.00
0.00


0.00
0.00


0.00


1.42
0.00


1.99
1.62
1.87


1.97
1.62
1.87


1.98
1.62


0.00
0.00


0.00
0.00


6.02


1.63
0.00


19.75
17.90
18.39


18.70
17.90
18.39


19.23
17.90


1.33
1.20


1.11
1.20


6.02


17.92
1.20


12.78
10.47
11.47


11.60
10.47
11.47


12.19
10.47


3.93
4.66


5.99
4.66


6.02


10.53
4.66


5.29
4.30
5.30


4.78
4.30


6.13
6.33


7.61
6.33


1.55


4.11
6.33


8.04
8.16
9.16


7.86
8.16


8.49
8.60


9.96
8.60


1.46


7.84
8.60


 9/30/01
 9/30/01
 9/30/01


 5/31/18
 5/31/18
 5/31/18


 9/30/01
 9/30/01


11/30/10
11/30/10


11/30/10
11/30/10


 9/30/13


12/31/89
12/31/98


10.09
10.42
11.42


15.33
14.09
15.09


10.19
10.42


10.91
10.56


11.05
10.56


0.77


9.70
7.42


86,042


85,962


172,004


93,043


77,264


66,191


21.06


21.04


42.11


22.78


18.91


16.20


Manager returns are net of fees. Private Core Real Estate manager information is preliminary as market values are not yet finalized by the manager. 5
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Private Core Real Estate Composite


     Custom Benchmark                


Total Real Estate Composite


     Custom Benchmark                


Indices


     Wilshire REIT Index
     NCREIF ODCE NOF


0.00
0.00


0.75
0.71


1.42
0.00


1.62
1.32


1.78
1.48


1.63
0.00


2.53
2.27


9.28
9.98


17.92
1.20


5.19
4.99


8.15
8.08


10.53
4.66


5.48
5.33


5.16
5.04


4.11
6.33


7.88
7.10


7.97
7.91


7.84
8.60


 9/30/10
 9/30/10


12/31/89
12/31/89


12/31/89
12/31/98


9.91
9.19


6.65
8.67


9.70
7.42


236,498


408,503


57.89


100.00


* Next Generation Manager. Manager returns are net of fees. 6







Month-End Market 


Value
Commitment Value Drawn Down Capital Cash Distributions Inception Date IRR Since Inception Multiple 3


Hamilton Lane Secondary Fund II 1,471,744 25,000,000 22,848,181 26,827,994 Jul-09 8.6% 1.2


Hamilton Lane Secondary Fund III 12,344,408 30,000,000 17,762,479 17,177,862 Nov-12 20.5% 1.7


Hamilton Lane Secondary Fund IV 16,321,983 30,000,000 12,310,713 1,065,637 Mar-17 36.7% 1.4


Hamilton Lane Fund VII Composite 29,356,636 50,000,000 42,992,714 29,618,796 Jan-10 7.1% 1.4


Hamilton Lane Fund VIII (Global) 22,571,347 30,000,000 16,412,837 3,077,379 Nov-12 12.1% 1.6


Hamilton Lane Cash - - - - Aug-09 -.- -.-


GCM Grosvenor - Partnership, L.P. 47,508,725 75,000,000 81,462,229 82,497,881 Jun-11 15.6% 1.6


GCM Grosvenor - Partnership II, L.P. (2014) 51,082,078 60,000,000 57,725,012 18,421,089 Jul-14 11.3% 1.2


GCM Grosvenor - Partnership II, L.P. (2015) 26,525,578 20,000,000 24,528,093 1,428,044 Dec-15 11.0% 1.1


GCM Grosvenor - Partnership II, L.P. (2017) 5,165,438 30,000,000 5,270,169 66,378 Jan-18 -11.1% 1.0


GCM Grosvenor Cash - - - - Jun-11 -.- -.-


Fairview Capital III * 29,665,888 40,000,000 27,349,684 1,630,828 Aug-15 8.9% 1.1


Total Private Equity Composite 242,013,825 390,000,000 308,662,110 181,811,888 Jul-09 12.6% 1.4


Public Market Equivalent (PME) 2 298,947,913 16.5%


* Next Generation Manager
1 Total Value to Paid-in Capital ("TVPI") multiple calculation = (market value + distributions) / capital called


3 Private Equity cash account


Employees' Retirement Fund of the City of Dallas


Monthly Performance and Market Value Summary
Periods Ended 06/30/19


2
The Public Market Equivalent (PME) approach creates a hypothetical investment vehicle that mimics the private equity composite cash flows. The performance difference between the PME vehicle and the private equity portfolio is determined by their net asset value (NAV) at the end of 


the benchmarking period. The performance of the "public market" is simulated using the monthly S&P 500 index returns, plus a 300 BPs annual hurdle rate.


7
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Acadian International


     Custom Benchmark                
     Custom Benchmark + 2%           


Ativo International *


     MSCI EAFE Index (N)             
     MSCI EAFE Index (N) + 2%        


AQR Capital Management


     Custom Benchmark                
     Custom Benchmark + 1.5%         


Baillie Gifford


     MSCI ACWI Ex U.S. (N)           


Earnest Partners *


     MSCI ACWI Ex U.S. (N)           


BlackRock ACWI Ex U.S.


Indices


     MSCI ACWI X US IMI Index (N)
     MSCI ACWI ex US (N)
     MSCI ACWI X US Small Cap (N)
     MSCI EAFE Index (N)
     MSCI Emerging Mkts (N)


5.55
4.41
4.58


6.01
5.93
6.10


5.91
6.02
6.15


6.81
6.02


6.13
6.02


5.80
6.02
4.41
5.93
6.24


3.37
1.21
1.71


4.87
3.68
4.18


0.83
2.98
3.35


5.82
2.98


2.59
2.98


2.74
2.98
1.21
3.68
0.61


15.83
11.60
12.60


15.35
14.03
15.02


12.70
13.60
14.35


13.33
13.60
11.60
14.03
10.59


-4.16
-5.94
-3.94


1.63
1.08
3.08


-2.89
1.29
2.79


0.26
1.29


-5.94
1.08
1.21


11.18
7.76
9.76


8.44
9.39


10.89


9.16
9.39
7.76
9.11


10.66


4.38
2.77
4.77


2.26
2.16
3.66


2.25
2.16
2.77
2.25
2.49


 3/31/89
 3/31/89
 3/31/89


12/31/17
12/31/17
12/31/17


 3/31/06
 3/31/06
 3/31/06


 3/31/19
 3/31/19


 3/31/19
 3/31/19


 5/31/94
12/31/98
 5/31/94


12/31/89
12/31/98


8.35
5.77
7.77


0.51
-1.13
0.87


3.13
2.81
4.31


5.82
2.98


2.59
2.98


4.86
4.75
5.48
4.37
8.83


103,373


35,782


197,688


83,132


80,840


1


20.64


7.14


39.47


16.60


16.14


0.00


*Next Generation Manager. Manager returns are net of fees. 8
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


International Equity Composite


     Custom Benchmark                


Indices


     MSCI ACWI X US IMI Index (N)
     MSCI ACWI ex US (N)
     MSCI ACWI X US Small Cap (N)
     MSCI EAFE Index (N)
     MSCI Emerging Mkts (N)


6.02
5.80


5.80
6.02
4.41
5.93
6.24


2.72
2.74


2.74
2.98
1.21
3.68
0.61


14.52
13.33


13.33
13.60
11.60
14.03
10.59


-0.91
0.26


0.26
1.29


-5.94
1.08
1.21


9.68
9.16


9.16
9.39
7.76
9.11


10.66


2.86
2.25


2.25
2.16
2.77
2.25
2.49


12/31/89
12/31/89


 5/31/94
12/31/98
 5/31/94


12/31/89
12/31/98


5.45
4.55


4.86
4.75
5.48
4.37
8.83


500,817 100.00


Manager returns are net of fees. 9
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Ariel Global *


     MSCI ACWI (N)                   
     MSCI ACWI (N) + 1.5%            


Wellington


     MSCI ACWI (N)                   
     MSCI ACWI (N) + 2%              


Northern Trust Global Equity


     MSCI AC World IMI Index (N)     


Global Equity Composite


     MSCI ACWI (N)                   


Indices


     MSCI AC World IMI Index (N)
     MSCI ACWI (N)


5.98
6.55
6.67


7.15
6.55
6.71


6.45
6.43


6.60
6.55


6.43
6.55


1.50
3.61
3.99


3.98
3.61
4.11


3.52
3.37


2.88
3.61


3.37
3.61


11.21
16.23
16.98


19.37
16.23
17.22


16.30
16.08


15.55
16.23


16.08
16.23


3.65
5.74
7.24


3.33
5.74
7.74


4.94
4.56


3.58
5.74


4.56
5.74


11.52
11.62
13.62


11.83
11.41


11.63
11.62


11.41
11.62


7.18
6.16
8.16


5.61
6.16


6.03
6.16


12/31/17
12/31/17
12/31/17


 8/31/12
 8/31/12
 8/31/12


 9/30/15
 9/30/15


 8/31/12
 8/31/12


 8/31/12
 8/31/12


3.31
3.49
4.99


11.70
9.56


11.56


11.28
10.83


9.02
9.56


9.59
9.56


107,860


127,390


19,389


254,639


42.36


50.03


7.61


100.00


*Next Generation Manager. Manager returns are net of fees. 10







W i l s h i r e  C o n s u l t i n g


MONTHLY SUMMARY
Investment Performance and Market Values
For Periods Ending June 30, 2019


© 2019 Wilshire Associates Inc.


Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Acadian Global Low Vol.


     MSCI ACWI (N)                   
     MSCI ACWI (N) + 2%              
     MSCI ACWI Min Vol (N)           


BlackRock Global Low Vol.


     MSCI ACWI Min Vol (N)           


Global Low Volatility Composite


     MSCI ACWI Min Vol (N)           


Indices


     MSCI ACWI Min Vol (N)
     MSCI ACWI (N)


5.90
6.55
6.71
4.30


4.36
4.30


5.12
4.30


4.30
6.55


6.01
3.61
4.11
4.07


4.17
4.07


5.08
4.07


4.07
3.61


14.64
16.23
17.22
14.43


14.70
14.43


14.67
14.43


14.43
16.23


10.30
5.74
7.74


13.00


13.49
13.00


11.90
13.00


13.00
5.74


8.79
11.62
13.62
8.75


9.26
8.75


9.03
8.75


8.75
11.62


8.87
6.16


 6/30/15
 6/30/15
 6/30/15
 6/30/15


 6/30/15
 6/30/15


 6/30/15
 6/30/15


 6/30/15
 6/30/15


8.96
7.57
9.57
9.44


9.98
9.44


9.48
9.44


9.44
7.57


178,729


175,960


354,690


50.39


49.61


100.00


Manager returns are net of fees. 11







W i l s h i r e  C o n s u l t i n g


MONTHLY SUMMARY
Investment Performance and Market Values
For Periods Ending June 30, 2019


© 2019 Wilshire Associates Inc.


Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Harvest Fund Advisors MLP


     Alerian MLP Index               
     Alerian MLP Index + 1.5%        


Atlantic Trust CIBC


     Alerian MLP Index               
     Alerian MLP Index + 1.5%        


MLP Composite


     Alerian MLP Index               


Indices


     Alerian MLP Index
     Standard & Poor’s 500


3.71
2.64
2.77


3.83
2.64
2.77


3.77
2.64


2.64
7.05


0.10
0.12
0.49


-0.93
0.12
0.49


-0.42
0.12


0.12
4.30


21.27
16.96
17.71


18.58
16.96
17.71


19.91
16.96


16.96
18.54


2.76
3.09
4.59


2.47
3.09
4.59


2.61
3.09


3.09
10.42


2.26
-0.42
1.08


1.76
-0.42
1.08


2.01
-0.42


-0.42
14.19


-4.45
-7.20
-5.70


-4.49
-7.20
-5.70


-4.15
-7.20


-7.20
10.71


12/31/11
12/31/11
12/31/11


12/31/11
12/31/11
12/31/11


12/31/11
12/31/11


12/31/11
12/31/11


5.27
0.91
2.41


6.09
0.91
2.41


5.86
0.91


0.91
14.37


126,547


126,593


253,140


49.99


50.01


100.00


Manager returns are net of fees. 12







W i l s h i r e  C o n s u l t i n g


MONTHLY SUMMARY
Investment Performance and Market Values
For Periods Ending June 30, 2019


© 2019 Wilshire Associates Inc.


Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Securian Asset Management


     Bloomberg Aggregate             
     Bloomberg Aggregate + 0.5%      


Aberdeen Global Fixed Income


     Bloomberg Aggregate             
     Bloomberg Aggregate + 0.5%      


Garcia Hamilton *


     Bloomberg Aggregate             
     Bloomberg Aggregate + 0.5%      


Global Fixed Income Composite


     Bloomberg Aggregate             


Indices


     10 yr Treasury Bellwethers Index
     Bloomberg Aggregate


1.13
1.26
1.30


1.28
1.26
1.30


0.67
1.26
1.30


1.13
1.26


1.44
1.26


3.00
3.08
3.20


3.29
3.08
3.20


2.17
3.08
3.20


3.01
3.08


4.22
3.08


6.52
6.11
6.36


6.89
6.11
6.36


4.64
6.11
6.36


6.41
6.11


7.44
6.11


7.71
7.87
8.37


7.81
7.87
8.37


5.55
7.87
8.37


7.44
7.87


10.38
7.87


3.33
2.31
2.81


2.70
2.31
2.81


2.15
2.31
2.81


2.88
2.31


0.49
2.31


3.71
2.95
3.45


2.97
2.95
3.45


3.04
2.95
3.45


3.30
2.95


2.90
2.95


 6/30/07
 6/30/07
 6/30/07


 4/30/07
 4/30/07
 4/30/07


10/31/13
10/31/13
10/31/13


 9/30/95
 9/30/95


 9/30/95
 9/30/95


4.74
4.34
4.84


4.76
4.19
4.69


3.48
3.13
3.63


5.07
5.19


5.04
5.19


219,467


219,365


72,249


511,081


42.94


42.92


14.14


100.00


* Next Generation Manager. Manager returns are net of fees. 13







W i l s h i r e  C o n s u l t i n g


MONTHLY SUMMARY
Investment Performance and Market Values
For Periods Ending June 30, 2019


© 2019 Wilshire Associates Inc.


Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Neuberger Berman


     Custom Benchmark                
     Custom Benchmark + 1%           


Indices


     ML High Yield Master II Constrained
     S&P LSTA Leverage Loan Index
     JPM EMBI Global Diversified


1.65
2.01
2.09


2.42
0.21
3.40


2.15
2.76
3.01


2.53
1.64
4.07


8.18
9.03
9.53


10.12
5.71


11.31


6.87
7.96
8.96


7.56
3.94


12.44


6.42
6.10
7.10


7.53
5.23
5.47


4.70
3.67
5.30


 1/31/16
 1/31/16
 1/31/16


 1/31/16
 1/31/16
 1/31/16


7.60
8.01
9.01


9.91
6.14
7.90


178,559 100.00


Manager returns are net of fees. 14
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MONTHLY SUMMARY
Investment Performance and Market Values
For Periods Ending June 30, 2019
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Oaktree Capital Management


     Citigroup High Yield Cash Pay   
     Citigroup HY Cash Pay + 1%      


BlackRock


     Citigroup High Yield Cash Pay   
     Citigroup HY Cash Pay + 1%      


High Yield Composite


     Citigroup High Yield Cash Pay   


Indices


     10 yr Treasury Bellwethers Index
     91-Day Treasury Bill
     FTSE High Yield Cash Pay


2.28
2.42
2.51


2.37
2.42
2.51


2.33
2.42


1.44
0.21
2.42


2.12
2.40
2.65


2.66
2.40
2.65


2.39
2.40


4.22
0.63
2.40


9.17
9.93


10.43


9.93
9.93


10.43


9.55
9.93


7.44
1.24
9.93


5.63
7.24
8.24


7.11
7.24
8.24


6.37
7.24


10.38
2.31
7.24


5.94
7.33
8.33


6.72
7.33
8.33


6.33
7.33


0.49
1.38
7.33


3.48
4.35
5.35


4.15
4.35
5.35


4.05
4.35


2.90
0.87
4.35


 1/31/97
 1/31/97
 1/31/97


 9/30/06
 9/30/06
 9/30/06


12/31/96
12/31/96


12/31/96
12/31/96
12/31/96


6.71
6.92
7.92


6.43
7.02
8.02


6.50
6.93


5.07
2.22
6.90


176,927


178,156


355,083


49.83


50.17


100.00


Manager returns are net of fees. 15
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MONTHLY SUMMARY
Investment Performance and Market Values
For Periods Ending June 30, 2019
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Returns


Month 3 Months CYTD 1 Year 3 Years 5 Years


Inception


Date


Inception


Return


Market Value


$(000) Percent


Cash Account


Managed Short Term Composite


Indices


     91-Day Treasury Bill


0.22


0.22


0.21


0.64


0.64


0.63


1.24


1.24


1.24


2.32


2.32


2.31


1.38


1.38


1.38


0.87


0.87


0.87


12/31/87


12/31/89


12/31/89


3.31


2.95


2.96


38,784


38,784


100.00


100.00


Manager returns are net of fees. 16
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For period ended July 31, 2019
.


 


Retirements This Month YTD This Month YTD
Retirees & 


beneficiaries Disabilities Actives


   Age 15 116 16 149 Jan 7,214 166 7,518


   Service 5 22 3 14 Feb 7,221 164 7,467


   Rule of 78 6 58 12 69 Mar 7,245 161 7,501


   QDRO 1 9 0 5 April 7,269 162 7,431


       Total 27 205 31 237 May 7,295 164 7,428


June 7,312 164 7,444


Disability Retirements July 7,331 162 7,461


   Service 0 0 0 2 Aug


   Non-service 0 1 0 0 Sep


       Total 0 1 0 2 Oct


Nov


Benefits Paid 22,908,467.20$  154,049,597.07$  23,356,076.59$     160,297,512.29$    Dec


  


Refunds 601,903.11$       4,667,275.80$      720,915.27$          6,128,713.76$        


Number of refunds 48 347 55 438


*Contributions 8,967,750.96$    67,316,751.05$     13,942,310.32$     73,560,551.30$      


 


2018 2019 Members on record at month end








For period ended August 31, 2019
.


 


Retirements This Month YTD This Month YTD
Retirees & 


beneficiaries Disabilities Actives


   Age 13 129 16 165 Jan 7,214 166 7,518


   Service 6 28 2 16 Feb 7,221 164 7,467


   Rule of 78 3 61 11 80 Mar 7,245 161 7,501


   QDRO 0 9 1 6 April 7,269 162 7,431


       Total 22 227 30 267 May 7,295 164 7,428


June 7,312 164 7,444


Disability Retirements July 7,331 162 7,461


   Service 0 0 0 2 Aug 7,348 163 7,457


   Non-service 0 1 1 1 Sep


       Total 0 1 1 3 Oct


Nov


Benefits Paid 21,795,843.98$  175,845,441.05$  22,988,004.54$     183,285,516.83$    Dec


  


Refunds 752,144.40$       5,419,420.20$      843,885.03$          6,972,598.79$        


Number of refunds 61 408 57 438


*Contributions 13,477,919.82$  80,794,670.87$     9,230,676.91$       82,791,228.21$      


 


2018 2019 Members on record at month end








For period ended June 30, 2019
.


 


Retirements This Month YTD This Month YTD
Retirees & 


beneficiaries Disabilities Actives


   Age 16 101 19 133 Jan 7,214 166 7,518


   Service 2 17 2 11 Feb 7,221 164 7,467


   Rule of 78 9 52 8 57 Mar 7,245 161 7,501


   QDRO 1 8 3 5 April 7,269 162 7,431


       Total 28 178 32 206 May 7,295 164 7,428


June 7,312 164 7,444


Disability Retirements July


   Service 0 0 0 2 Aug


   Non-service 0 1 0 0 Sep


       Total 0 1 0 2 Oct


Nov


Benefits Paid 23,255,690.88$  131,141,129.87$  23,028,756.54$     136,941,435.70$    Dec


  


Refunds 679,841.51$       4,065,372.69$      1,063,158.17$       5,407,798.49$        


Number of refunds 53 299 70 383


*Contributions 9,060,496.41$    58,349,000.09$     9,326,322.21$       59,618,240.98$      


 


2018 2019 Members on record at month end
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EMPLOYEES’ RETIREMENT FUND OF THE CITY OF DALLAS 


 


 
 


ERF Mission, Guiding Principles and Core Values 
» Mission – Provide retirement benefits and superior service to advance the 


financial security of its members 
» Guiding Principles 


• We are committed to excellence, quality and value in everything we do through the most effective 
use of our resources. 


• We focus on the needs of our members and deliver consistent and timely information to our 
members about their retirement benefits. 


• We are committed to public trust by being an ethical, sensitive, and cost efficient organization. 
• We model best practices in our industry and innovate to achieve higher standards. 
• We continually evaluate our business processes to support a user friendly environment that 


improves member satisfaction. 
• We support open communication. 


» Core Values 
The ERF Staff is committed to reflecting these core values in all we say and do: 


• Fulfilling fiduciary responsibilities with the utmost integrity and accountability; 
• Thinking independently, respecting individuality, and working as a team; 
• Encouraging open communication and collaboration; 
• Continuously expanding our knowledge; and 
• In all endeavors, act in an ethical, honest, and professional manner. 
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EMPLOYEES’ RETIREMENT FUND OF THE CITY OF DALLAS 


 


 


Strategic Plan – Business Objectives 
The Employees’ Retirement Fund of the City of Dallas focuses on seven key business objectives. They are the 
following: 


 
 Benefits Management - Administer benefit programs and business processes in an innovative, effective and 


efficient manner 
 


 Customer Service - Provide high quality customer service and education that enables members to make 
informed and timely retirement decisions 


 
 Education - Improve the accessibility to, quantity, and quality of member education programs 


 
 Financial Management - Develop and maintain financial and accounting processes that support ERF’s 


business objectives and initiatives 
 


 Investment Management - Maintain an investment management program that will provide funding for the 
benefit obligations of the Fund 


 
 Operations Management - Develop and maintain a secure technology infrastructure and operations that will 


support ERF business objectives and initiatives 
 


 Talent Management - Provide ERF staff with training in the skill sets, policies, and procedures that enables 
them to perform their respective functions 
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Administer benefit p 
manner 


rograms in an inno vative, effective and efficient 


 


 Benefits Administration  
 
 


Initiatives Project 
Manager(s) 


Cost Metric Status 


Pension Accounting System 
Implementation Agile Sponsor 


David/Duc High Multi-year project with a scheduled 
implementation in mid-2020. 


 On Target 


Develop Workflow Strategies that 
mirror or compare to best practice 
solutions for all benefits and 
administration operation 


David Medium Benefit and Administration procedures are 
converted to Workflow Design based on best 
practice. 


 On Target 


Conduct Enterprise Risk 
Assessment. 


David Medium Complete Enterprise Risk Assessment.  On Target 


 
 
 
 
 
 
 
 


EMPLOYEES’ RETIREMENT FUND OF THE CITY OF DALLAS 
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EMPLOYEES’ RETIREMENT FUND OF THE CITY OF DALLAS 


 


 


 Pension Accounting Project is On Schedule 
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EMPLOYEES’ RETIREMENT FUND OF THE CITY OF DALLAS 


 


Key Project Metric Ac hievements 


 
 


Vitech Project Achievements 
as of July 31, 2019 


 


 The Vitech project kickoff date was July 2018, has a timeline of twenty-six months and is on 
schedule. 


 The project is still within the Board approved budget. 


 The Performance Incentive Pay plan has been key in the assurance of the project schedule. 


 Implementation of the project has included 18 FTE and 5 contracted employees. 


 The day-to-day membership workflow has required 8 other FTE to back-fill the role of the 


project team. 


Test 
Scenarios 


Completed 


System 
Mappings 
Completed 


Data 
Conversions 
Completed 


 
Data Verifications 


Completed 


521 25 8 127 
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Benefits Administration Achievements 
as of July 31, 2019 


 


 
 


 Membership services continue to thrive during the implementation of the Vitech software. 


 Active, Deferred and Retired members are provided clear processing for ERF Board decisions. 
 
 


Key day-to-day Metric Achievements 


 
Members Counseled 


Members Recommended 
For Retirement 


Members Recommended 
For Disability Retirement 


328 232 3 
 


Number of Survivor 
Benefits Recommended 


Number of QDRO 
Benefits Recommended 


Number of 
Estates Recommended 


43 5 38 
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Customer Service  
Provide high quality customer service and education that enables members to make informed and timely retirement decisions 


 
Initiative Proposed Metric Cost Project Owner Status 


Improve the customer service system to a 
real time reporting process for each 
business owner 


Current rating is 
97.3%. Goal – 
Increase rating 


Low David  Completed 


Improve the workflow of the file 
feed system with the City’s HR 
department 


100% of records obtained 
within 90 days 


Low David  Completed 


Develop a memorandum of understanding 
with HR about Lawson/Workday access 


An agreement outlining 
services and 
information provided 


Low David  On Target 


Update policies and procedures in 
preparation for workflow development 
with new Vitech pension accounting 
system 


Revise 100% of 
the procedures 


Low David  Completed 


Expand opportunities/services for 
retiree working with the DCREA 


Create two events in 2019 Low Melissa  Completed 
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Customer Service Achievements 
as of July 31, 2019 


 


 
 
 


 According to the 2018 American Express Survey - “86% of surveyed consumers say excellent 
customer service is provided when the customer service representative (CSR) provides the right 
answer to the customer’s question.” 


 
 ERF staff are measured on timeliness, knowledge and accuracy provided to members. 


 
 
 


Key Customer Service Metric Achievements 
 


Customer Service 
Satisfaction Rate 


Counselor’s 
Customer Service 
overall 


Members’ wait time 10 
minutes or less 


97.3% 98.3% 92.3% 
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EMPLOYEES’ RETIREMENT FUND OF THE CITY OF DALLAS  


 


Membership Education 
Improve the accessibility to, quantity and quality of member education programs 


 


Initiatives Project Manager(s) Cost Metric Status 


Design three classes that are 
two-hour certificate programs 
for active members 


David / Melissa Low Hold classes every quarter  Completed 


Quarterly Newsletters for active 
members and retirees and 
expand use of social media 


David / Melissa Low Redesign newsletters and website to 
reach 100% of members 


 On Target 


Expand suite of member 
education programs including 
financial literacy program for 
millennials 


David / Melissa Low Reach 100% of attendees  Completed 


Enhance pre-retirement & 
financial planning class 


David / Melissa Low Hold 6 classes per year  On Target 


Create half day in-depth ERF 
camp for interested employees 


David / Melissa Low Hold classes quarterly for members  On Target 


Continue to enhance the 
summer sessions 


David / Melissa Low Reach 10% of active members  On Target 
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EMPLOYEES’ RETIREMENT FUND OF THE CITY OF DALLAS  


 


Membership Educational Achievements 
as of July 31, 2019 


 


Key Member Education Metric Achievements 
 


 
Summer Sessions Hosted 


 
Number of Attendees 


 
Education Goal 


14 600 780 
 
 


Facebook Likes as of 
1/14/2019 


Facebook Likes as of 
6/13/2019 


Facebook Likes as of 
8/13/2019 


471 825 1,000 
 


Website Traffic Results: 
 Users between the ages of 45 – 65 visit about seven pages on the ERF web site. 
 Users between the ages of 18 – 24 visit about four pages. 
 35% of users access our site via a mobile device – tablet or cell phone. 
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Investment Management  
Maintain an investment management program that will provide funding for the benefit obligations of the Fund 


 
 


Initiatives Project Manager Cost Metric Status 


Update asset allocation with revised 
market assumptions. Conduct 
investment manager searches 
according to timeline. 


Natalie Medium Update general investment 
policy. Complete searches 
and successful transitions 
according to new policy, 


 On Target 


Enhance risk management strategy and 
optimize risk management tool for both 
portfolio analysis and risk management 


Natalie Medium Enhance quantitative metrics 
and risk management analytics 


 On Target 


Conduct quarterly conference calls 
with all investment managers 
Board presentation bi-monthly 


Natalie Low Meet with 100% of managers 4x a 
year 


 Completed 


Conduct due diligence on existing 
managers and examine new potential 
asset classes (i.e timber, infrastructure 
etc.) 


Natalie Medium Conduct due diligence meetings 
on 1/3rd of managers every year; 
examine other asset classes per 
Board interest 


 On Target 


Continue to hold Open Houses for next 
generation managers 


Natalie Low Hold a minimum of two open 
houses a year 


 On Target 
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Financial Management 
Develop and maintain financial and accounting processes that support ERF’s business objectives and initiatives 


 
 


Initiatives Project Manager(s) Cost Metric Status 


Improve the year end audit and financial 
reporting process through enhanced 
collaboration 


Edward Low Complete audit within second 
quarter 2019 


 Completed 


Enhance general ledger process and 
implement recommendations to improve 
efficiency 


Edward Medium Evaluate recommendations and 
implement in 2019 


 On Target 


Evaluate and implement a pay card 
system for retirees without checking 
accounts 


Edward Medium Select and Implement system with 
the new pension accounting 
system. 


 On Target 


Improve communication with City of Dallas 
HR/Payroll to prepare for new Workday 
system 


Edward Low Complete design specifications and 
improve reconciliation process 


 On Target 


     







 


 
 


Operations Management  
Develop and maintain a secure technology infrastructure and operations that will support ERF’s business objectives and initiatives 


 


Initiatives Project Manager Cost Metric Status 


Continuously strengthen 
processes and resources 
to secure the 
confidentiality and 
integrity of member data 
and information. 


Duc Medium Define security policies regarding PII identification, 
handling, and securing 


 On Target 


Enhance cybersecurity 
policy 


Duc High Identify email concerns as they occur, once City of Dallas 
issue is resolved (to the best of our abilities), we can address 
handling other email issues. 


 On Target 


Continue to implement 
new pension accounting 
system. Align 
organizational resources 
with system processes 


Duc High To support Business/Vitech with IT operations 
Rebuild of Dallaserf.org to coincide with the 
replacement of V3’s MSS product with the required 
interface. 
Laserfiche integration to provide the same or more 
functionality as CPAS. 
Plan V3 infrastructure and its various components 
placement within the current infrastructure. 


 On Target 


Update disaster recovery 
plan and conduct drills 


Duc Medium Develop and generate system reports to reflect current 
systems security status. 
Develop relevant security materials for users and . admins 
including training, tips, bulletins, documentation 


 On Target 
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Talent Management  
Provide ERF staff with training in the skill sets, policies and procedures that enables them to perform their respective functions 


 
 


Initiatives Project Manager(s) Cost Metric Status 


Create individual 
development plans for all 
ERF employees 


All Managers Low Completed plans for 100% of employees  On Target 


Enhance cross-training and 
succession plan 


All Managers Low 1 – 2 people are cross-trained for every 
function 


 On Target 


Develop in-house training 
program 


All Managers Medium Hold 3 – 5 training sessions  Completed 


Hire and train additional staff All Managers High Fill 100% of openings  Ongoing 
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ERF Established an In-House Training Program 
 


 
 Provide ERF staff with training in the skill sets, policies, and procedures that enables 


them to perform their respective functions. 
 


 In 2018, ERF offered 6 of the business related courses to all staff and contractors. 
 


 In 2019, ERF partnered with Management Concepts, a Private Group Training Firm. 
 


 Management Concepts offers training to organizations with specific training and 
development challenges affecting an entire group or department. 


 
 This training is an effective way to ensure all our employees learn the same concepts and 


techniques – simultaneously and consistently. 
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ERF In-House Training Courses - 2018 
 


 
 Various ERF staff provided training 


on key business objectives to all 
employees 


 
 These courses were offered weekly 


and became known as the 
“Breakfast Club Sessions” 


 
 Participation ranged from 80% to 


95% for each class based on the 
needs of service. 


 
 
 
 
 
 


Accounting 
101 


Calculating 
Benefits 


Review 
City Code 
Ordinance 


40A 


Technology 
Security 


ERF Member 
Communication 


Strategies 


Investment 
Overview 
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ERF In-House Training Courses - 2019 
 
 


   ERF Manager’s Ranked Course offerings 1- 6 for all staff in Jan. 2019  
 


Completed 
 
 
 


September 27, 2019 
 
 
 


Completed 
 
 


October 11, 2019 
 
 
 


Completed 
 
 


Completed 







 


 
 


Summary of Achievements  
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 The Vitech project kickoff date was July 2018, has a GO LIVE date of twenty-six months 
and is on schedule. 


 
 The Vitech project is still within the Board’s approved budget forecast. 
 
 Performance Incentive Pay plan has been key to assure the project schedule with 


permanent employees. 
 
 ERF received the Financial Officers Association Certificate of Excellence for FY 2017. 
 
 
 ERF established an In-House Training Program for all employees. 





		2019 STRATEGIC PLAN UPDATE

		2019 STRATEGIC PLAN UPDATE

		» Mission – Provide retirement benefits and superior service to advance the financial security of its members

		» Mission – Provide retirement benefits and superior service to advance the financial security of its members

		» Core Values

		» Core Values



		Strategic Plan – Business Objectives

		Strategic Plan – Business Objectives

		Benefits Administration

		Benefits Administration

		Pension Accounting Project is On Schedule

		Pension Accounting Project is On Schedule

		as of July 31, 2019

		as of July 31, 2019

		 The Vitech project kickoff date was July 2018, has a timeline of twenty-six months and is on schedule.

		 The Vitech project kickoff date was July 2018, has a timeline of twenty-six months and is on schedule.

		Key day-to-day Metric Achievements

		Key day-to-day Metric Achievements









		Customer Service Achievements

		Customer Service Achievements

		Membership Educational Achievements

		Membership Educational Achievements

		Financial Management

		Financial Management

		Operations Management

		Operations Management

		Talent Management

		Talent Management

		 Provide ERF staff with training in the skill sets, policies, and procedures that enables them to perform their respective functions.

		 Provide ERF staff with training in the skill sets, policies, and procedures that enables them to perform their respective functions.








Ira Carnahan, CFA 
Portfolio Specialist


Tedd M. Alexander III
Institutional Client 
Service Executive


Ann Holcomb, CFA
Portfolio Manager


US STRUCTURED RESEARCH EQUITY STRATEGY
10 SEPTEMBER 2019


For Employees' Retirement Fund of the City of Dallas only. Not for further distribution.
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Australia
Level 27
101 Collins Street
Melbourne VIC 3000
Australia
+61.3.9653.7402


Australia 
Level 50, Governor Phillip Tower 
1 Farrer Place, Suite 50B
Sydney NSW 2000
Australia
+61.2.8667.5700


Canada 
Suite 4240, 77 King Street West
TD North Tower
P.O. Box 87
Toronto, ON M5K 1G8
Canada
+1.416.360.5777 


Denmark 
Axeltorv 2F, 7th. Floor,
1609 København V
Denmark
+45.33.36.05.00


Germany
Neue Rothofstrasse 19 
60313 Frankfurt
Germany
+49.69.24437.1900


Hong Kong 
21/F Jardine House
1 Connaught Place 
Central, Hong Kong
+852.2536.7800


Italy
5th floor
Via San Prospero 1
20121 Milan
Italy
+39.023.0300.200


Japan
GranTokyo South Tower 7F
9-2, Marunouchi 1-chome,
Chiyoda-ku, Tokyo
100-6607, Japan
+81.3.6758.3800 


Luxembourg 
35 Boulevard Prince Henri
3rd Floor L-1724 Luxembourg
Grand Duchy of Luxembourg
+352.27.47.251 


Netherlands 
Strawinskylaan 1433
WTC Tower B Level 14
1077 XX Amsterdam
Netherlands
+31.20.333.6200 


Singapore 
501 Orchard Road
10-02 Wheelock Place
Singapore 238880
+65.6836.0098 


Spain
Torre Europa
Paseo de la Castellana 95–15
28046 Madrid
Spain
+34.91.418.69.50 


Sweden 
Kungsgatan 8
111 43 Stockholm
Sweden
+46-85-025-65-93 


Switzerland 
Talstrasse 65, 6th Floor
8001 Zurich
Switzerland
+41.44.227.1550 


United Arab Emirates 
Dubai International 
Financial Centre
The Gate, Level 15, Office 24
PO Box 482023
Dubai
United Arab Emirates
+971.4.4019266 


United Kingdom
60 Queen Victoria Street
London, EC4N 4TZ
United Kingdom
+44.20.7651.8200 


United States 
100 East Pratt Street
Baltimore, MD 21202
United States
+1.410.345.2000
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T. ROWE PRICE—PRESENTERS


Ann Holcomb, CFA 


Portfolio Manager 


 24 years of investment experience


 23 years with T. Rowe Price


Ira Carnahan, CFA 


Portfolio Specialist 


 13 years of investment experience 


 13 years with T. Rowe Price


Tedd M. Alexander III 


Institutional Client Service Executive


 31 years of industry experience 


 4 years with T. Rowe Price
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Inception Date: 21 March 2006
As of 30 June 2019 


Employees' Retirement Fund of the City of Dallas 
Total Assets: 140,488,437 USD


CLIENT OBJECTIVE


1 The combined US Structured Research Equity Strategy assets managed by T. Rowe Price Associates, Inc. and its investment advisory affiliates.


Objective


 Produce consistent excess return through the use of proprietary, fundamental research 
combined with rules-based portfolio construction. 


Mandate


 US Structured Research Equity Strategy: Separately Managed Portfolio 


 Strategy Assets as of 30 June 2019: 32.1 Billion USD1


Benchmark


 S&P 500 Index 
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ASSETS UNDER MANAGEMENT
As of 30 June 2019


1  The combined US Structured Research Equity Strategy assets managed by T. Rowe Price Associates, Inc. and its investment advisory affiliates. 
2 Corporate, Public, Non-Profit, Taft-Hartley clients, and Endowment/Foundations. 


Strategy assets under management for the T. Rowe Price U.S.-registered mutual funds and common trust funds are calculated based on the closing price of the security in its respective 
market and may differ from the net asset value of the fund. 
Numbers may not total due to rounding.


US Structured Research Equity Strategy: 32.1 Billion USD1


Structured Research investing is a significant business for T. Rowe Price. 


U.S. Registered 
Mutual Funds
2,224.9M USD


Commingled Trusts
2,997.6M USD


Separate Accounts²
13,272.7M USD


Sub-Advised
13,018.0M USD


Non-U.S. Domiciled 
Funds (FCPs)
592.8M USD
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HEADS OF EQUITY ASSOCIATE HEADS 
OF EMEA EQUITY DIRECTORS OF EQUITY RESEARCH ASSOCIATE DIRECTORS 


OF EQUITY RESEARCH 
Christopher D. Alderson
Co-Head of Global Equity
Head of International Equity


HKG Oliver Bell, IMC
Emerging Markets 


LON Kamran Baig
EMEA and Latin 
America


LON Tetsuji Inoue, CPA
Asia


HKG Jason Polun, CFA
North America


BAL Thomas Watson, CFA
North America


BAL Ryan Martyn
Australia


SYD


Eric L. Veiel, CFA
Co-Head of Global Equity
Head of U.S. Equity


BAL Mitchell Todd, CA 
Developed Markets 


LON Joshua Nelson
North America


BAL Stephon Jackson, CFA
Developed Europe


LON Maria Elena Drew
Responsible Investing


LON


EQUITY RESEARCH TEAM 


159 Equity 
Research 
Professionals 
worldwide4


HEALTH CARE
Ziad Bakri, M.D., CFA1,2 BAL
U.S. Biotech
Melissa Gallagher, Ph.D. LON
OUS Pharma/Biotech
John Hall, Ph.D. BAL
U.S. SMID Biotech
Jeffrey Holford, Ph.D., ACA BAL
Pharma
Rachel Jonas BAL
U.S. SMID Health Care
Anne Daub BAL
Biotech
Bin Shen, CFA LON
Euro. Healthcare Services & Medtech
Kim Tracey SYD
Australia Healthcare/REITs
Jon Wood, CFA BAL
U.S. Medical Devices/Tools
Rouven Wool-Lewis, Ph.D. BAL
U.S. Services & Hospitals
Nina Xu BAL
U.S. Services & Equipment


INDUSTRIALS
Peter Bates, CFA1,2 BAL
U.S. Conglomerates
Jason Adams BAL
U.S. Aerospace and Defense
Andrew Chang SGP
Japanese Industrials
Simon Cheng, CFA, CPA HKG
Greater China Industrials 
Andrew Davis BAL
U.S. Transports
Ryan Ferro, CFA BAL
U.S. SMID Industrials
Joel Grant, CFA BAL
U.S. Autos
Gianluca Guicciardi, CFA LON
Capital Goods
Dan Hirsch, CFA BAL
U.S. Industrials
Vivek Rajeswaran, CFA BAL
Machinery & Oil Services
Melanie Rizzo, CFA BAL
U.S. Trucking/Machinery
Rupinder Vig LON
Capital Goods
Antonio Zanella, CFA LON
Infrastructure, Paper & Packaging, 
Midcap


TECHNOLOGY
Ken Allen1,2 BAL
U.S. Hardware/Software
Alan Tu, CFA1,2 SFO
U.S. Software
William Chen HKG
Greater China Tech & Automation
Greg Dunham, CFA BAL
U.S. Software
Hiromasa Ikeda HKG
Japan Tech
Tobias Mueller, CFA1 LON
Europe Semi./Software
Dom Rizzo LON
Europe Semi./Software
Emily Scudder, CFA, CPA BAL
U.S. Hardware
Anthony Wang BAL
U.S. Semi.
Hiroshi Watanabe, CFA1 TOK
Japan SMID Tech & Industrials 
Alison Yip HKG
Asia Ex-Japan Tech Hardware


MEDIA/TELECOM
Paul Greene1,2 BAL
U.S. Advertising/Internet
Paul Cho SFO
U.S. Cable/Satellite
Veselin Dimitrov, CFA LON
Europe Media Advertising & 
Investment Companies
Aden Lau SGP
Asia Ex-Japan Telecom/Fin.
Jacqueline Liu HKG
Asia Ex-Japan Internet
Jim Stillwagon BAL
U.S. Advertising/Media
Christopher Whitehouse LON
Europe Media/Telecom


CONSUMER/RETAIL
Jason Nogueira, CFA1,3 BAL
Sector Team Leader
Paulina Amieva BAL
Latin America Generalist
Tim Bei, CFA SFO
U.S. Consumer Discretionary
Jon Casper BAL
U.S. Consumer
Eric DeVilbiss, CFA BAL
U.S. Restaurants
Michael Jacobs TOK
SMID Japan/Consumer & Services
Rekha Marda BAL
U.S. Food Retail/Durables
Sridhar Nishtala SGP
Asia Ex-Japan Consumer Staples & 
Discretionary
Robert Quinn, Jr. BAL
U.S. Consumer Staples
Sebastian Schrott LON
European Luxury/Retail
Vivian Si BAL
U.S. Mass Merch./Apparel
Brian Solomon, CFA BAL
U.S. Cruise/Lodging
Konstantin Stoev, CFA ZUR
European Staples and Auto
John Williams, CFA BAL
Large-Cap Consumer Staples
Eric Yuan HKG
Greater China Consumer Staples & 
Discretionary


FINANCIAL SERVICES
Gabriel Solomon1,2 BAL
U.S. Money Center/Insur.
Malik Asif1 LON
EMEA Banks
Vincent DeAugustino, CFA BAL
U.S. Banks & Specialty Finance
Christopher Fortune, CFA BAL
U.S. Small-Cap Banks
Takanori Kobayashi TOK
Japan Financials
Gregory Locraft BAL
U.S. P&C Insurance
Jihong Min SGP
Asia Ex-Japan Financials
Joe Mlinac, CFA BAL
U.S. Banks
Matt Snowling, CFA BAL
U.S. Asset Managers/Brokers
Zenon Voyiatzis LON
Europe Insur./Financials


REAL ESTATE
Nina Jones, CPA1,3 BAL
Sector Team Leader
Jai Kapadia1,2 HKG
Asia Ex-Japan Real Estate
Dante Pearson BAL
U.S. Real Estate
Preeta Ragavan, CFA BAL
U.S. Real Estate
Pavel Vedrov LON
Europe Real Estate


REGIONAL GENERALISTS
Ulle Adamson, CFA1 LON
EMEA
Martin Baylac LON
Latin America
Archibald Ciganer, CFA1 TOK
Japan Transports/Consumer
Iona Dent LON
EMEA Banks
Dawei Feng, CFA HKG
Greater China SMID-Cap
Vishnu Gopal HKG
India & ASEAN Small-Cap
Ben Griffiths, CFA1 LON
Europe Small-Cap
Nabil Hanano, CFA BAL
Global
Jacob Kann, CFA BAL
Global
Mark Lawrence, CFA LON
EMEA
Johannes Loefstrand LON
EMEA
Oxana Lyalina, CFA LON
EMEA
Aaron Mazur SYD
Australia Media/Consumer 
Discretionary
Michael Niedzielski LON
Europe Small-Cap
Paul O'Sullivan, ACA SYD
Australia Financials/H.C.
Seun Oyegunle, CFA LON
EMEA
Todd Reese BAL
OUS
Alexander Roik, CFA BAL
SMID Value
Sin Dee Tan, CFA LON
Europe Small-Cap
Chris Vost, CFA LON
Latin America
Verena Wachnitz, CFA1 LON
Latin America
Dai Wang HKG
Global
Marta Yago LON
Latin America
Yang Yang, CFA TOK
Japan


1 Also has portfolio management responsibilities.
2 Sector Team Leader.
3 Sector Team Leader without official research coverage.
4 10 sector portfolio managers, 94 research analysts, 40 associate research analysts, 7 quantitative analysts, and 8 specialty analysts as of 30 June 2019. 


Highlighted names reflect analysts with coverage responsibilities for portfolio holdings.
Subject to change without notice.


BAL Baltimore HKG Hong Kong LON London SFO San Francisco SGP Singapore SYD Sydney TOK Tokyo ZUR ZurichAs of 30 June 2019 


NATURAL RESOURCES
Shawn Driscoll1,3 BAL
Sector Team Leader
Haider Ali HKG
Asia Ex-Japan Energy & Materials
Sheena Barbosa, CFA HKG
Asia Ex-Japan Utilities/Infra.
Ryan Hedrick, CFA BAL
U.S. Coal/Utilities
Jon Hussey BAL
U.S. Agriculture
Shinwoo Kim BAL
Majors/U.S. E&P
Matt Mahon BAL
U.S. Chemicals
Ryan Martyn SYD
Australia Energy/Industrials
Chris O'Neill BAL
U.S. E&P
John Qian BAL
Metals & Mining
Thomas Shelmerdine SYD
Australian Metals & Mining
John Sherman BAL
European Chemicals/Indus.


BUSINESS SERVICES
Jon Friar1,2 BAL
U.S. Business Services
Shaun Currie, CFA BAL
U.S. Business Services
Maria Muller, CA LON
Europe Bus. Serv.
Ashley Woodruff, CFA BAL
U.S. Business Services


201804-467334
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Analyst Sector
% of US Structured Research Analyst 


Representative Portfolio Allocation Years of Investment Experience


Paul Greene Communication Services 11.50%
Emily Scudder, CFA, CPA Information Technology 6.91
Ken Allen Information Technology 6.69
Jon Friar Information Technology 5.90
John Williams, CFA Consumer Staples 5.33
Jeff Holford, Ph.D. Health Care 5.05
Gregory Locraft Financials 4.36
Ryan Hedrick, CFA Utilities 3.92
Jon Wood Health Care 3.86
Paul Cho Communication Services 3.75
Jason Adams Industrials & Business Services 3.42
Tony Wang Information Technology 3.36
Gabriel Solomon, CFA Financials 3.35
Rouven Wool-Lewis, Ph.D. Health Care 2.86
Peter Bates, CFA Industrials & Business Services 2.82
Eric Devilbiss, CFA Consumer Discretionary 2.76
Shinwoo Kim Energy 2.67
Vivian Si Consumer Discretionary 2.61
Vincent DeAugustino, CFA Financials 2.46
Vivek Rajeswaran, CFA Materials 1.96
Jason Nogueira, CFA Consumer Discretionary 1.95
Andrew Davis Industrials & Business Services 1.88
Ziad Bakri, CFA, M.D. Health Care 1.85
Joel Grant, CFA Consumer Discretionary 1.45
Matt Mahon Materials 1.28
Matt Snowling, CFA Financials 1.24
Christian O'Neill Energy 0.97
Preeta Ragavan, CFA Real Estate 0.87
Jon Hussey Consumer Staples 0.65


US STRUCTURED RESEARCH EQUITY STRATEGY—ANALYST EXPERIENCE 
As of 30 June 2019 


0 5 10 1515+


The representative portfolio is an account we believe most closely reflects current portfolio management style for the strategy. Performance is not a consideration in the selection of the 
representative portfolio. The characteristics of the representative portfolio shown may differ from those of other accounts in the strategy. Information regarding the representative portfolio and the 
other accounts in the strategy is available upon request.
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US STRUCTURED RESEARCH EQUITY ADDITIONS/DEPARTURES 
Three Months Ended 30 June 2019 


US Structured Research Equity Investment Professional Departures


Departed Name Responsibilities Reason for Leaving


2Q19 Ian McDonald, CFA Financials –
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0 25 50 75 100 125 150 175


-150 -100 -50 0 50 100 150


-150 -100 -50 0 50 100 150


PORTFOLIO CONSTRUCTION RISK MANAGEMENT TARGETS 
As of 30 June 2019 
Employees' Retirement Fund of the City of Dallas vs. S&P 500 Index


Tracking Error1


Sector Exposure (11 Sectors)


Industry Exposure (63 Industries)  


Maximum Active Position Size 


Weight of Non-Index Stocks 


Current Predicted 


Benchmark Weight 


Less than 175 bps vs. benchmark 


± 150 bps vs. benchmark 


Maximum Position Size of Non-Index Stocks 


Benchmark Weight 


± 100 bps vs. benchmark 


± 100 bps for stocks <3% of benchmark 
± 150 bps for stocks >3% of benchmark 


10% limit


40 bps max or 50 bps if strong buy-rated 


0 10 20 30 40 50


0 2 4 6 8 10


-150 -100 -50 0 50 100 150


1 BARRA, Inc.’s analytics and data (mscibarra.com) were used in the preparation of this report. Copyright© 2019, BARRA, Inc. All rights reserved.
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225
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40
Active Share (%)


Active Share (%)


Number of Issuer Holdings


Number of Issuer Holdings
31 December 2009 Through 30 June 2019
Employees' Retirement Fund of the City of Dallas vs. S&P 500 Index
HISTORICAL ACTIVE SHARE AND NUMBER OF HOLDINGS 


BARRA, Inc.’s analytics and data (mscibarra.com) were used in the preparation of this report. Copyright© 2019, BARRA, Inc. All rights reserved.
Active Share is a holdings-based measure of active management representing the percentage of a portfolio’s holdings that differ from those in its benchmark. Compared with tracking error, 
which measures the standard deviation of the difference in a manager’s returns versus the index returns, Active Share allows investors to get a clearer understanding of what a manager is doing 
to drive performance, rather than drawing conclusions from observed returns. The greater the difference between the asset composition of a product and its benchmark, the greater the active 
share is. 


31 Dec 
2009


30 Jun 
2010


31 Dec 
2010


30 Jun 
2011


31 Dec 
2011


30 Jun 
2012


31 Dec 
2012


30 Jun 
2013


31 Dec 
2013


30 Jun 
2014


31 Dec 
2014


30 Jun 
2015


31 Dec 
2015


30 Jun 
2016


31 Dec 
2016


30 Jun 
2017


31 Dec 
2017


30 Jun 
2018


31 Dec
2018


30 Jun
2019


Active 
Share (%) 24.51 26.05 27.13 28.83 29.64 30.67 30.55 34.52 35.47 37.33 36.91 37.00 36.20 38.16 37.46 37.33 37.11 37.10 35.43 35.23


Number 
of Issuer 
Holdings


299 293 299 280 272 270 263 258 256 262 268 257 242 240 250 250 260 256 243 247
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Past performance is not a reliable indicator of future performance.
1 Performance figures are shown gross of advisory fees. Total returns would be lower as a result of the deduction of such fees.
2 Net returns reflect the deduction of advisory fees.
3   Returns shown with gross dividends reinvested.
4 The Value Added row is shown as Employees' Retirement Fund of the City of Dallas (Net of Fees) minus the benchmark in the previous row.


Source: T. Rowe Price Modified Dietz Rate of Return. 
Total returns include all realized and unrealized gains and losses plus income.
All investments are subject to risk, including the possible loss of the money you invest.
S&P Indices are products of S&P Dow Jones Indices LLC, a division of S&P Global, or its affiliates (“SPDJI”), and have been licensed for use by T. Rowe Price. Standard & Poor’s® and S&P®


are registered trademarks of Standard & Poor’s Financial Services LLC, a division of S&P Global (“S&P”); Dow Jones® is a registered trademark of Dow Jones Trademark Holdings LLC (“Dow 
Jones”) and these trademarks have been licensed for use by SPDJI and sublicensed for certain purposes by T. Rowe Price. T. Rowe Price is not sponsored, endorsed, sold or promoted by 
SPDJI, Dow Jones, S&P, their respective affiliates, and none of such parties make any representation regarding the advisability of investing in such product(s) nor do they have any liability for 
any errors, omissions, or interruptions of the S&P Indices.


Periods Ended 30 June 2019  
Figures are Calculated in U.S. Dollars 


Employees' Retirement Fund of the City of Dallas 
PERFORMANCE 


Calendar Years 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018


Employees' Retirement Fund of the City 
of Dallas (Gross of Fees)1 -36.03% 30.18% 14.18% 1.95% 16.78% 33.45% 12.88% 3.68% 10.93% 24.37% -3.94%


Employees' Retirement Fund of the City 
of Dallas (Net of Fees)2 -36.23 29.80 13.84 1.63 16.42 33.06 12.53 3.31 10.58 24.00 -4.23


S&P 500 Index3 -37.00 26.46 15.06 2.11 16.00 32.39 13.69 1.38 11.96 21.83 -4.38


Value Added (Net of Fees)4 0.77 3.34 -1.22 -0.48 0.42 0.67 -1.16 1.93 -1.38 2.17 0.15


Annualized


Three
Months


Year-to-
Date


One 
Year


Three 
Years


Five 
Years


Ten
Years


Since Client 
Inception 


21 Mar 2006


Employees' Retirement Fund of the City 
of Dallas (Gross of Fees)1 4.45% 19.69% 10.88% 15.54% 11.68% 15.20% 9.48%


Employees' Retirement Fund of the City 
of Dallas (Net of Fees)2 4.37 19.51 10.54 15.19 11.33 14.85 9.14


S&P 500 Index3 4.30 18.54 10.42 14.19 10.71 14.70 8.57


Value Added (Net of Fees)4 0.07 0.97 0.12 1.00 0.62 0.15 0.57
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Past performance is not a reliable indicator of future performance.
1 Performance figures are shown gross of advisory fees. Total returns would be lower as a result of the deduction of such fees.
2 Net returns reflect the deduction of advisory fees.
3   Returns shown with gross dividends reinvested.
4 The Value Added row is shown as Employees' Retirement Fund of the City of Dallas (Net of Fees) minus the benchmark in the previous row.


Source: T. Rowe Price Modified Dietz Rate of Return. 
Total returns include all realized and unrealized gains and losses plus income.
All investments are subject to risk, including the possible loss of the money you invest.
S&P Indices are products of S&P Dow Jones Indices LLC, a division of S&P Global, or its affiliates (“SPDJI”), and have been licensed for use by T. Rowe Price. Standard & Poor’s® and S&P®


are registered trademarks of Standard & Poor’s Financial Services LLC, a division of S&P Global (“S&P”); Dow Jones® is a registered trademark of Dow Jones Trademark Holdings LLC (“Dow 
Jones”) and these trademarks have been licensed for use by SPDJI and sublicensed for certain purposes by T. Rowe Price. T. Rowe Price is not sponsored, endorsed, sold or promoted by 
SPDJI, Dow Jones, S&P, their respective affiliates, and none of such parties make any representation regarding the advisability of investing in such product(s) nor do they have any liability for 
any errors, omissions, or interruptions of the S&P Indices.


Periods Ended 31 July 2019  
Figures are Calculated in U.S. Dollars 


Employees' Retirement Fund of the City of Dallas  
PERFORMANCE 


Annualized


Quarter-to-
Date


Year-to-
Date


One 
Year


Three 
Years


Five 
Years


Ten
Years


Since Client 
Inception 


21 Mar 2006


Employees' Retirement Fund of the City 
of Dallas (Gross of Fees)1 1.45% 21.43% 8.55% 14.56% 12.35% 14.55% 9.53%


Employees' Retirement Fund of the City 
of Dallas (Net of Fees)2 1.43 21.22 8.22 14.21 12.00 14.19 9.20


S&P 500 Index3 1.44 20.24 7.99 13.36 11.34 14.03 8.63


Value Added (Net of Fees)4 -0.01 0.98 0.23 0.85 0.66 0.16 0.57
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TOTAL RETURN PERFORMANCE
Three Years Ended 30 June 2019
Figures are Calculated in U.S. Dollars


Risk/Return Characteristics


Three Years


Employees’ 
Retirement Fund of the 


City of Dallas S&P 500 Index1


Annualized Total Return 15.54% 14.19%


Annualized Standard Deviation 12.12% 12.02%


Historical Tracking Error 1.08% 0.00%


Beta 1.00 1.00


R-Squared 0.99 1.00


Alpha 1.15% 0.00%


Sharpe Ratio 1.15 1.05


Information Ratio 1.25 0.00


Employees' Retirement Fund of the City of Dallas


S&P 500 Index1


Past performance is not a reliable indicator of future performance.
1 Returns shown with gross dividends reinvested.


Total return includes all realized and unrealized gains and losses plus income. Statistics based on monthly gross returns. Returns would have been lower as the result of the deduction of
applicable fees.
201811-610610
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TOTAL RETURN PERFORMANCE
Five Years Ended 30 June 2019
Figures are Calculated in U.S. Dollars


Risk/Return Characteristics


Past performance is not a reliable indicator of future performance.
1 Returns shown with gross dividends reinvested.


Total return includes all realized and unrealized gains and losses plus income. Statistics based on monthly gross returns. Returns would have been lower as the result of the deduction of
applicable fees.
201811-610610


Five Years


Employees’ 
Retirement Fund of the 


City of Dallas S&P 500 Index1


Annualized Total Return 11.68% 10.71%


Annualized Standard Deviation 12.12% 11.93%


Historical Tracking Error 1.05% 0.00%


Beta 1.01 1.00


R-Squared 0.99 1.00


Alpha 0.78% 0.00%


Sharpe Ratio 0.89 0.82


Information Ratio 0.92 0.00


Employees' Retirement Fund of the City of Dallas 


S&P 500 Index1
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Three Months Ended 30 June 2019 
Employees' Retirement Fund of the City of Dallas vs. S&P 500 Index1
ATTRIBUTION ANALYSIS (USD)


Past performance is not a reliable indicator of future performance.
1 Returns shown with gross dividends reinvested.


Numbers may not total due to rounding; all numbers are percentages. 
Analysis represents the total performance of the portfolio as calculated by the FactSet attribution model and is inclusive of other assets that that will not receive a classification assignment in the 
detailed structure shown. Returns will not match official T. Rowe Price performance because FactSet uses different exchange rate sources and does not capture intra-day trading. Performance 
for each security is obtained in the local currency and, if necessary, is converted to U.S. dollars using an exchange rate determined by an independent third party. Figures are shown with gross 
dividends reinvested. 
Sources: Financial data and analytics provider FactSet. Copyright 2019 FactSet. All Rights Reserved. MSCI/S&P GICS Sectors; Analysis by T. Rowe Price Associates, Inc. T. Rowe Price uses 
the current MSCI/S&P Global Industry Classification Standard (GICS) for sector and industry reporting. T. Rowe Price will adhere to all updates to GICS for prospective reporting.
Figures are shown gross of fees. Returns would be lower as a result of the deduction of such fees.


Total Value Added


Value Added From  
Sector Weight


Value Added From  
Stock Selection


Total
Indust & 
Bus Svcs Utilities


Consum
Disc


Information 
Technology


Real 
Estate


Comm 
Svcs Financials Materials


Consum
Stpls Energy


Health 
Care


Over (Under) Weight – -0.45 0.16 1.31 0.41 -1.00 0.76 0.09 -0.14 -0.43 -0.63 -0.69


Portfolio Weight (Ending) 100.00 8.93 3.47 11.51 21.89 2.05 10.95 13.16 2.57 6.93 4.41 13.51


Index Weight (Ending) 100.00 9.38 3.31 10.19 21.48 3.05 10.19 13.07 2.71 7.36 5.05 14.20


Portfolio Performance 4.56 5.64 7.51 6.09 6.42 2.53 4.34 8.13 6.77 3.33 -4.61 -0.08


Index Performance 4.30 3.57 3.48 5.28 6.06 2.46 4.49 8.00 6.86 3.61 -2.83 1.38


BY SECTOR
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Stock
Ending Over/
Underweight


Net 
Contribution Industry Business Description


Walt Disney -40 bps -8 bps Entertainment Walt Disney, formerly TWDC Holdco 613 Corp, is a worldwide entertainment company. 


Lockheed Martin -37 -7 Aerospace & Defense Lockheed Martin is a security and aerospace company.


Qualcomm 26 -7 Semiconductors & 
Semiconductor Equipment


Qualcomm is engaged in the development and commercialization of a digital 
communication technology called code division multiple access (CDMA). 


Adobe -59 -6 Software Adobe, formerly Adobe Systems Incorporated, is a software company. 


Eli Lilly -5 -6 Pharmaceuticals Eli Lilly is engaged in drug manufacturing business.


Three Months Ended 30 June 2019 
Figures are Calculated in U.S. Dollars


Employees' Retirement Fund of the City of Dallas 
PERFORMANCE ATTRIBUTION


Stock
Ending Over/
Underweight


Net 
Contribution Industry Business Description


American International 
Group


47 bps 10 bps Insurance American International Group is a global insurance company.


Facebook 55 8 Interactive Media & 
Services


Facebook is focused on building products that enable people to connect and share 
through mobile devices, personal computers and other surfaces. 


3M -41 8 Industrial Conglomerates 3M is a technology company.


Intel -88 7 Semiconductors & 
Semiconductor Equipment


Intel is engaged in designing and manufacturing products and technologies, such as 
the cloud. 


Northrop Grumman 33 7 Aerospace & Defense Northrop Grumman is a global security company.


Past performance is not a reliable indicator of future performance.
Figures are shown gross of fees. Returns would be lower as a result of the deduction of such fees. Figures are shown with gross dividends reinvested. 
Business Description sourced from Thomson Reuters Worldscope Fundamentals, Copyright©, Thomson Reuters, 1999–2019. All Rights Reserved. 
Source: Financial data and analytics provider FactSet. Copyright 2019 FactSet. All Rights Reserved.
The specific securities identified and described do not represent all of the securities purchased, sold, or recommended for the portfolio, and no assumptions should be made that the securities 
identified and discussed were or will be profitable. 
T. Rowe Price uses the current MSCI/S&P Global Industry Classification Standard (GICS) for sector and industry reporting. T. Rowe Price will adhere to all updates to GICS for prospective 
reporting. 
The information shown does not reflect any exchange-traded funds that may be held in the portfolio. 


SIGNIFICANT CONTRIBUTORS RELATIVE TO THE S&P 500 INDEX


SIGNIFICANT DETRACTORS RELATIVE TO THE S&P 500 INDEX
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One Year Ended 30 June 2019 
Employees' Retirement Fund of the City of Dallas vs. S&P 500 Index1
ATTRIBUTION ANALYSIS (USD)


Past performance is not a reliable indicator of future performance.
1 Returns shown with gross dividends reinvested.


Numbers may not total due to rounding; all numbers are percentages. 
Analysis represents the total performance of the portfolio as calculated by the FactSet attribution model and is inclusive of other assets that that will not receive a classification assignment in the 
detailed structure shown. Returns will not match official T. Rowe Price performance because FactSet uses different exchange rate sources and does not capture intra-day trading. Performance 
for each security is obtained in the local currency and, if necessary, is converted to U.S. dollars using an exchange rate determined by an independent third party. Figures are shown with gross 
dividends reinvested. 
Sources: Financial data and analytics provider FactSet. Copyright 2019 FactSet. All Rights Reserved. MSCI/S&P GICS Sectors; Analysis by T. Rowe Price Associates, Inc. T. Rowe Price uses 
the current MSCI/S&P Global Industry Classification Standard (GICS) for sector and industry reporting. T. Rowe Price will adhere to all updates to GICS for prospective reporting.
Figures are shown gross of fees. Returns would be lower as a result of the deduction of such fees.


Total Value Added


Value Added From  
Sector Weight


Value Added From  
Stock Selection


Total Energy
Information 
Technology Utilities


Consum
Disc Materials


Indust & 
Bus Svcs


Comm 
Svcs Financials


Real 
Estate


Consum
Stpls


Health 
Care


Over (Under) Weight – -0.63 0.41 0.16 1.31 -0.14 -0.45 0.76 0.09 -1.00 -0.43 -0.69


Portfolio Weight (Ending) 100.00 4.41 21.89 3.47 11.51 2.57 8.93 10.95 13.16 2.05 6.93 13.51


Index Weight (Ending) 100.00 5.05 21.48 3.31 10.19 2.71 9.38 10.19 13.07 3.05 7.36 14.20


Portfolio Performance 11.02 -10.86 19.68 25.65 13.25 9.87 10.33 3.97 5.85 11.62 13.78 11.79


Index Performance 10.42 -13.25 18.13 19.03 11.35 3.73 10.43 4.48 6.31 16.80 16.27 12.99


BY SECTOR
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Stock
Ending Over/
Underweight


Net 
Contribution Industry Business Description


Red Hat -14 bps 18 bps Software Red Hat provides open source software solutions, using a community-powered 
approach to develop and offer operating system, virtualization, management, 
middleware, cloud, mobile and storage technologies. 


Roper Technologies 54 15 Industrial Conglomerates Roper Technologies is a technology company.


Comcast 52 14 Media Comcast is a media and technology company. 


Air Products & 
Chemicals


20 12 Chemicals Air Products & Chemicals is an industrial gases company. 


GE 31 12 Industrial Conglomerates GE is a global digital industrial company. 


Stock
Ending Over/
Underweight


Net 
Contribution Industry Business Description


NVIDIA 17 bps -16 bps Semiconductors & 
Semiconductor Equipment


NVIDIA focuses on personal computer (PC) graphics, graphics processing unit (GPU) 
and also on artificial intelligence (AI). 


Qualcomm 26 -15 Semiconductors & 
Semiconductor Equipment


Qualcomm is engaged in the development and commercialization of a digital 
communication technology called code division multiple access (CDMA).


Electronic Arts 26 -13 Entertainment Electronic Arts develops, markets, publishes and distributes games, content and 
services that can be played by consumers on a range of platforms, which include 
consoles, personal computers (PCs), mobile phones and tablets.


Berkshire Hathaway -51 -12 Diversified Financial 
Services


Berkshire Hathaway is a holding company owning subsidiaries engaged in various 
business activities.


Adobe -59 -11 Software Adobe, formerly Adobe Systems Incorporated, is a software company.


One Year Ended 30 June 2019 
Figures are Calculated in U.S. Dollars


Employees' Retirement Fund of the City of Dallas 
PERFORMANCE ATTRIBUTION


Past performance is not a reliable indicator of future performance.
Figures are shown gross of fees. Returns would be lower as a result of the deduction of such fees. Figures are shown with gross dividends reinvested
Business Description sourced from Thomson Reuters Worldscope Fundamentals, Copyright©, Thomson Reuters, 1999–2019. All Rights Reserved. 
Source: Financial data and analytics provider FactSet. Copyright 2019 FactSet. All Rights Reserved.
The specific securities identified and described do not represent all of the securities purchased, sold, or recommended for the portfolio, and no assumptions should be made that the securities 
identified and discussed were or will be profitable.
T. Rowe Price uses the current MSCI/S&P Global Industry Classification Standard (GICS) for sector and industry reporting. T. Rowe Price will adhere to all updates to GICS for prospective 
reporting. 
The information shown does not reflect any exchange-traded funds that may be held in the portfolio. 


SIGNIFICANT CONTRIBUTORS RELATIVE TO THE S&P 500 INDEX


SIGNIFICANT DETRACTORS RELATIVE TO THE S&P 500 INDEX
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1 Source: I/B/E/S © 2019 Thomson Reuters. All rights reserved.
2 These statistics are based on the portfolio’s underlying holdings and are not a projection of 


future portfolio performance. Actual results may vary.
3 Statistics are based on investment-weighted median.
4 Barra, Inc.’s analytics and data (www.mscibarra.com) were used in the preparation of this 


report. Copyright 2019, BARRA, Inc. All rights reserved.
Source: T. Rowe Price. 


PORTFOLIO SNAPSHOT
Portfolio Characteristics
As of 30 June 2019 


Employees' 
Retirement Fund of 
the City of Dallas 


S&P 500
Index


Projected Earnings Growth Rate 
(3 to 5 Years)1,2,3 10.6% 10.6%


Price to Earnings (12 Months Forward)1,2,3 20.3X 19.0X


Price to Book3 5.0X 5.0X


Return on Equity (Last 12 Months)3 21.9% 24.6%


Long-Term Debt as % of Capitalization3 45.2% 45.2%
Investment Weighted Median Market
Capitalization (Millions USD) 114,589 114,589


Investment Weighted Average Market
Capitalization (Millions USD) 246,878 243,501


Portfolio Turnover (Last 12 Months) 30.9% –


Number of Holdings 247 500


% of Portfolio in Top 20 Holdings 35.8% 32.8%


Barra4 Risk Factors for Employees' Retirement Fund of the City of Dallas —
Active Weights—
As of 30 June 2019 


Over/Underweights
30 June 2019 


Employees' 
Retirement Fund of 
the City of Dallas 


S&P 500
Index


Over/Under
Weight


Overweights
Boeing 1.3% 0.8% 0.6%
Facebook 2.5 1.9 0.6
Roper Technologies 0.7 0.2 0.5
Sempra Energy 0.7 0.2 0.5
Symantec 0.6 0.1 0.5
Comcast 1.3 0.8 0.5
NextEra Energy 0.9 0.4 0.5
Fortive 0.6 0.1 0.5
Becton, Dickinson & Company 0.8 0.3 0.5
American International Group 0.7 0.2 0.5
Underweights
Intel 0.0% 0.9% -0.9%
Chevron 0.4 1.0 -0.6
Adobe 0.0 0.6 -0.6
Bank of America 0.5 1.0 -0.6
Berkshire Hathaway 1.2 1.7 -0.5
IBM 0.0 0.5 -0.5
Union Pacific 0.0 0.5 -0.5
3M 0.0 0.4 -0.4
Walt Disney 0.6 1.0 -0.4
Lockheed Martin 0.0 0.4 -0.4


Major Position Changes
Three Months Ended
30 June 2019 


30 Jun 2019
% of Portfolio


31 Mar 2019
% of Portfolio Difference


Major Position Size Increases
Qualcomm 0.6% 0.2% 0.4%
Linde 0.6 0.2 0.4
Salesforce.com 0.8 0.4 0.4
Applied Materials 0.6 0.2 0.3
AbbVie5 0.3 0.0 0.3
Major Position Size Decreases
Alphabet 5.9% 6.7% -0.8%
Eli Lilly 0.3 1.0 -0.7
Texas Instruments 0.1 0.5 -0.4
Pfizer 1.3 1.7 -0.4
Red Hat6 0.0 0.4 -0.4


5 New Holding.
6 Eliminated.


The specific securities identified and described do not represent all of the securities purchased, 
sold, or recommended for the portfolio and no assumptions should be made that the securities 
identified and discussed were or will be profitable. 
Major position changes are based on security purchases and sales, as well as fluctuations in 
market value. 
The information shown does not reflect any exchange-traded funds that may be held in the portfolio.
Numbers may not total due to rounding. 


-0.6 -0.4 -0.2 0.0 0.2 0.4 0.6


U.S. Dividend Yield
U.S. Earnings Yield


U.S. Size
U.S. Leverage


U.S. Book-to-Price
U.S. Non-linear Beta


U.S. Momentum
U.S. Non-linear Size


U.S. Liquidity
U.S. Residual Volatility


U.S. Beta
U.S. Growth


201808-585014


Active Weights (Values <0.2 are not significant)
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PORTFOLIO EXAMPLE FOR A HEALTH CARE ANALYST 


Investment Analyst


Jeff Holford, Ph.D., ACA


Vice President—Investment Analyst


 18 years of investment experience;


 1 year with T. Rowe Price


Jeff Holford, Ph.D., ACA


Jeff Holford is a vice president of T. Rowe Price Associates, Inc. He is an investment analyst on the health care 
team in the U.S. Equity Division of T. Rowe Price. Jeff is an Investment Advisory Committee member of the Health 
Sciences Equity Strategy and International Core Equity Strategy. 


Prior to joining the firm in 2018, Jeff was a managing director at Jefferies Financial Group, with global coverage of 
the large-cap pharmaceutical industry. Prior to that, Jeff was vice president and co-head of the Institutional 
Investor-ranked European Pharmaceutical Equity Research Team at Credit Suisse. 


Jeff earned a B.Sc., first-class honors, in biochemistry from the University of Surrey School of Biological Sciences. 
He also earned a Ph.D. in biochemistry, with a focus on preclinical cancer drug development, molecular biology, 
and molecular pharmacology, from London University. He also has earned the Association of Chartered 
Accountants qualification.
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As of 30 June 2019 
PORTFOLIO EXAMPLE FOR A HEALTH CARE ANALYST 


The securities identified and described are intended to illustrate the security evaluation process of a T. Rowe Price investment professional and do not represent all of the securities purchased, 
sold, or recommended for advisory clients, and no assumptions should be made that investments in the securities identified and discussed were or will be profitable. To further illustrate our 
security evaluation process, a complete list of securities in the composite that were purchased or sold during the past year is available upon request. 
The information shown does not reflect any exchange-traded funds that may be held in the portfolio.
Numbers may not total due to rounding.


% of Employees' Retirement 
Fund of the City of Dallas 


% of 
S&P 500


Index
Active Weight


(Total Portfolio)


% of
Analyst


Portfolio


% of 
S&P 500
Industry


Active Weight
(Analyst 
Portfolio)


Pfizer 1.35% 0.98% 0.36% 26.82% 19.66% 7.15%


Elanco Animal Health 0.31 0.00 0.31 6.26 0.00 6.26


Johnson & Johnson 1.80 1.51 0.29 35.90 30.23 5.67


Eli Lilly 0.35 0.39 -0.05 6.87 7.83 -0.96


Celgene  0.22 0.27 -0.05 4.33 5.33 -1.00


AbbVie 0.33 0.44 -0.11 6.50 8.79 -2.29


Merck 0.67 0.88 -0.21 13.33 17.65 -4.32


Zoetis 0.00 0.22 -0.22 0.00 4.44 -4.44


Bristol-Myers Squibb 0.00 0.30 -0.30 0.00 6.06 -6.06


Totals 5.02% 5.01% 100.00% 100.00%
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T. Rowe Price equity research analyst Jeff Holford manages investments in health care companies in the US Structured Research Equity Strategy (SRS). 
Specifically, he focuses on pharmaceuticals & biotechnology investments. Relative to other equity analysts, his sectors comprise a smaller number of stocks 
due to high barriers to entry, such as large research and development (R&D) budgets, specialized technology, and tightening FDA regulations, as well as 
recent industry consolidation. Another distinguishing aspect of Jeff’s space is that most of his companies are global businesses.  


There is a widely held assumption that an aging U.S. population with growing medical needs is beneficial for health care companies. However, as baby 
boomers are retiring, the percentage of taxpayers is reduced, creating a situation in which per capita contributions into health care programs are decreasing 
while the need for health care is increasing. This has created a renewed focus on controlling health care costs, specifically drug prices, which are perceived 
as easy to target due to patent expirations and the availability of generics. U.S. democrats hoping to challenge President Trump in the 2020 election cycle are 
already campaigning on the idea of a single-payer health care system, such as the proposed Medicare For All policy, in which the government would control 
the costs of health care services, drugs, and medical equipment. 


Drug pricing faces additional pressure as multiple companies with similar products have created highly commoditized areas of the market and product 
classes in which there is little innovation gap. Jeff believes these factors have negatively affected profitability potential within the industry, and, as such, he 
generally seeks investments with more balanced exposure to U.S. pharmaceuticals. He looks for companies with unique technologies or products that he 
believes can bridge the innovation gap and push back against pricing pressures.    


In determining which companies to invest in, Jeff evaluates the asset lives and structural mix of a company’s product portfolio. Because pharmaceutical drugs 
are subject to patent expirations, a company’s portfolio mix can drastically change over the course of a few years. Jeff considers the strength and duration of 
the company’s current portfolio mix as well as the visibility of its pipeline in order to determine a weighted average P/E multiple from the various revenue 
streams. He also uses bottom-up margin forecasting to evaluate the profitability of each product, considering its manufacturing cost, the number of years until 
the product faces loss of exclusivity (LOE), and any royalty stacks or profit-sharing agreements. Evaluating the margins and asset lives across a company’s 
entire product portfolio helps Jeff forecast how profitable the investment might be over the next two to five years. Lastly, because the health care sector is 
often used for defensive rotation, Jeff looks at a company’s relative P/E valuation within the context of its historical range to evaluate when an investment is 
trading high or low relative to the cash flows it might drive. 


Pfizer (PFE), which specializes in medicines, vaccines, and consumer health care, is the largest overweight position in Jeff’s portfolio. He likes the company’s 
relatively low multiple versus its peers and its diversified product mix, which he believes is underappreciated by the market. After more than a decade without 
any organic growth, Pfizer refocused its R&D efforts to a handful of therapeutic areas and has recently had several new drugs approved, with more expected 
through 2020. Jeff believes that the company’s lower exposure to product LOEs driven by its young portfolio, combined with strong growth from in-line 
products and new or upcoming launches, could drive a positive inflection in growth through at least 2025. 


PORTFOLIO EXAMPLE FOR A HEALTH CARE ANALYST


The securities identified and described are intended to illustrate the security evaluation process of a T. Rowe Price investment professional and do not represent all of the securities 
purchased, sold, or recommended for advisory clients, and no assumptions should be made that investments in the securities identified and discussed were or will be profitable. To further 
illustrate our security evaluation process, a complete list of securities in the composite that were purchased or sold during the past year is available upon request. 







T. ROWE PRICE22


Elanco (ELAN), which develops, manufactures, and markets products for companion and food animal health, is also an overweight in Jeff’s portfolio. He likes 
the animal health industry’s strong fundamentals, including positive demographic trends, a limited number of competitors with scale, relatively low-risk R&D, 
reduced impact from generics, and a predominately self-pay market. Within the space, Elanco runs on substantially lower operating margins than many of its 
major peers. This is partly due to its product mix, which has higher exposure to lower-margin Food Animal feed additives, but also a result of inefficiencies at 
the manufacturing level. Jeff expects substantial operating margin improvement as the mix improves and management drives efficiency and benefits from 
overall leverage of a growing sales base. 


Johnson & Johnson (JNJ), which develops, manufactures, and sells pharmaceuticals, medical devices, and consumer health care products, also represents 
a top overweight in Jeff’s portfolio. He likes that the company has less exposure to U.S. pharmaceuticals due to its medical devices and consumer divisions. 
The stock is trading below its average historical P/E relative range and Jeff recently added to his position on weakness due to investor concerns over the 
company’s talc litigation as well as its involvement in the opioid crisis. While these headline risks may continue in the near term, Jeff is optimistic about 
Johnson & Johnson’s track record of consistent growth and the strength of many of its leading pharmaceutical products. 


Conversely, Merck (MRK), one of the largest pharmaceutical companies in the world, is a top underweight in Jeff’s portfolio. He likes the company’s strong 
fundamentals but has concerns over its high relative P/E multiple and product concentration onto Keytruda, a cancer drug with the best data in its class. 
Keytruda has driven much of the company’s growth in the past few years and its patent is effective until 2028; however, it faces significant potential 
competitive risk given the number of other companies developing drugs in the oncology space. Additionally, Merck’s pipeline is weaker than its peers, leaving 
it with few other revenue drivers if Keytruda’s success is challenged by a competitor’s cancer therapy.   


Looking ahead, Jeff expects the next 12 to 18 months to be a challenging time to invest in the health care sector due to uncertainty surrounding the 2020 
U.S. election cycle and health care reform. While the headline noise doesn’t affect his fundamental view on his investments, companies within the sector tend 
to underperform when there are questions around pricing power. Jeff plans to continue investing in companies he believes have more balanced exposure to 
U.S. pharmaceuticals and those that support pricing in any environment. He will also look for opportunities where market uncertainty has led to companies 
with strong fundamental trading in the lower range of their historical relative P/E valuation range. 


PORTFOLIO EXAMPLE FOR A HEALTH CARE ANALYST


The securities identified and described are intended to illustrate the security evaluation process of a T. Rowe Price investment professional and do not represent all of the securities 
purchased, sold, or recommended for advisory clients, and no assumptions should be made that investments in the securities identified and discussed were or will be profitable. To further 
illustrate our security evaluation process, a complete list of securities in the composite that were purchased or sold during the past year is available upon request. 


201907-900606
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201707-225140


Important Information


This material is being furnished for general informational purposes only. The material does not constitute or undertake to give advice of any nature, including fiduciary investment advice, nor is it 
intended to serve as the primary basis for an investment decision. Prospective investors are recommended to seek independent legal, financial and tax advice before making any investment 
decision. T. Rowe Price group of companies including T. Rowe Price Associates, Inc. and/or its affiliates receive revenue from T. Rowe Price investment products and services. Past performance 
is not a reliable indicator of future performance. The value of an investment and any income from it can go down as well as up. Investors may get back less than the amount invested. 


The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or solicitation to sell or buy any securities in any jurisdiction or to conduct any particular 
investment activity. The material has not been reviewed by any regulatory authority in any jurisdiction. 


Information and opinions presented have been obtained or derived from sources believed to be reliable and current; however, we cannot guarantee the sources’ accuracy or completeness. There 
is no guarantee that any forecasts made will come to pass. The views contained herein are as of the date noted on the material and are subject to change without notice; these views 
may differ from those of other T. Rowe Price group companies and/or associates. Under no circumstances should the material, in whole or in part, be copied or redistributed without consent 
from T. Rowe Price. 


The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the material and in certain countries the material is provided upon specific request.
It is not intended for distribution to retail investors in any jurisdiction.
© 2019 T. Rowe Price. All rights reserved. T. ROWE PRICE, INVEST WITH CONFIDENCE, and the Bighorn Sheep design are, collectively and/or apart, trademarks of T. Rowe Price Group, Inc.
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Capital Market Overview 
U.S. Equity Market 


The U.S. stock market, represented by the Wilshire 5000 Total Market Index, was up 3.99% for the second quarter of 


2019 and 18.66% for the year. This marks the strongest first half-year for U.S. equities in 24 years. Markets have been 


quite volatile this year as trade concerns and a possible global economic slowdown continue to sway the markets. Equity 


prices are also responding to actions and statements by the Federal Reserve, who has softened its monetary policy 


stance in the past few months. 


 


Large capitalization stocks outperformed small caps for the quarter as the Wilshire Large-Cap Index was up 4.19% versus 


a gain of 2.03% for the Wilshire US Small-Cap Index. The large-cap segment of the market leads small-caps for the past 


twelve months, as well. The Wilshire US Micro-Cap Index was down -0.69% for the quarter and -11.32% for the one-year. 


Growth stocks led value during the second quarter but underperformed in the large cap space during the past twelve 


months. 


 


Ten of the eleven major sectors were in positive territory during the second quarter. The strongest performing sectors 


were Financials (+7.5%), Information Technology (+5.6%) and Consumer Discretionary (+4.6%).  Energy was the only 


negative sector for the quarter, down -3.9%. 


 


Fixed Income Market 


The U.S. Treasury yield curve fell across all maturities during the quarter with the biggest decreases occurring in the 1 to 


10-year portion of the curve. The bellwether 10-year Treasury yield ended the quarter at 2.00%, down 41 basis points 


from March. The Federal Open Market Committee left its overnight rate unchanged during the quarter at a range of 2.25% 


to 2.50%. The committee softened some of their messaging to indicate that they are at least willing to ease should 


conditions deteriorate. Their current forecast, however, is for no rate changes this year and a minor downward adjustment 


in 2020. Credit spreads tightened modestly during the quarter within both the investment grade and high yield markets. 


 


Non-U.S. Markets 


Equity markets outside of the U.S. continue to enjoy a strong 2019, although they are generally underperforming the U.S. 


equity market. Indicators out of Europe are still gloomy as recent data show that the manufacturing sector in Germany has 


weakened, which could also mean problems for countries with close industrial ties. Manufacturing in Britain has 


worsened, as well, as businesses continue to struggle with the effects of Brexit. News out of Japan is also troubling as 


consumption and capital spending shows little or no growth. Trade negotiations between the U.S. and China, the world’s 


two largest economies, continue with both countries maintaining firm stances going into the G20. There was some good 


news following the conference as the two countries agreed to not impose new trade sanctions and, rather, continue 


negotiations. 


 


Real Assets Markets 


U.S. real estate securities underperformed broader equities during the quarter but are still experiencing a surge for the year. 


Global real estate securities are up double-digits for the year, as well. Commodity results were negative for the quarter as crude 


oil fell -2.8% to $58.47 per barrel. Natural gas prices were down -13.3%, ending the quarter at $2.31 per million BTUs. MLPs 


were nearly flat for the quarter (+0.12%) but are up strong for the year. Finally, gold prices were up and finished at approximately 


$1,414 per troy ounce, up +9.3% from last quarter. 
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Summary of Index Returns 
For Periods Ended June 30, 2019 


 


 
_____________________________ 
*Positive values indicate dollar depreciation. 


 


One Three Five Ten


Quarter Year Years Years Years


Domestic Equity


   Standard & Poor's 500 4.30% 10.42% 14.19% 10.71% 14.70%


   Wilshire 5000 3.99 9.09 14.03 10.33 14.66


   Wilshire 4500 2.86 2.10 13.24 8.31 14.85


   Wilshire Large Cap 4.19 10.35 14.30 10.72 14.66


   Wilshire Small Cap 2.03 -1.87 11.60 7.00 14.60


   Wilshire Micro Cap -0.69 -11.32 10.75 4.64 12.04


Domestic Equity


   Wilshire Large Value 3.76% 10.70% 10.69% 8.98% 13.62%


   Wilshire Large Growth 4.66 9.94 18.06 12.41 15.68


   Wilshire Mid Value 1.80 2.78 8.44 7.54 14.93


   Wilshire Mid Growth 4.45 6.41 15.19 8.20 15.26


   Wilshire Small Value 0.25 -4.74 7.88 6.29 14.05


   Wilshire Small Growth 3.89 1.11 15.37 7.56 15.04


International Equity


   MSCI All World ex U.S. 2.98% 1.29% 9.38% 2.16% 6.54%


   MSCI All World ex U.S. (LC) 2.13 2.15 10.01 5.79 8.08


   MSCI EAFE 3.68 1.08 9.11 2.25 6.90


   MSCI Europe 4.48 1.88 9.11 1.27 6.99


   MSCI Pacific 2.43 -0.18 9.37 4.29 6.90


   MSCI Emerging Markets Index 0.61 1.21 10.66 2.49 5.81


Domestic Fixed Income


   Bloomberg Aggregate Bond 3.08% 7.87% 2.31% 2.95% 3.90%


   Bloomberg Credit 4.27 10.34 3.74 3.92 5.77


   Bloomberg Mortgage Back Sec. 1.96 6.22 2.06 2.56 3.23


   Bloomberg Treasury 3.01 7.24 1.34 2.49 3.05


   Citigroup High Yield Cash Pay 2.37 7.21 7.31 4.34 8.79


   Bloomberg US TIPS 2.86 4.84 2.08 1.76 3.64


   91-Day Treasury Bill 0.64 2.32 1.38 0.87 0.49


Currency*


   Euro vs. $ 1.42% -2.47% 0.83% -3.62% -2.08%


   Yen vs. $ 2.74 2.81 -1.62 -1.22 -1.10


   Pound vs. $ -2.33 -3.60 -1.62 -5.73 -2.54


Real Estate


   Wilshire REIT Index 1.63% 10.53% 4.11% 7.84% 15.66%


   Wilshire RESI 1.62 10.47 4.30 8.16 15.84
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Total Fund Overview 
 


Asset Class Performance 


 


Total Fund Asset Growth 


 
 At the end of the second quarter of 2019, the Fund’s market value was $3,579.9 million, which represented 


an increase of $55.7 million in total net asset value over the previous quarter. The change in the Fund’s value 
was driven by $27.7 million in net contributions and a $108.0 million gain on investments. Meanwhile, $76.6 
million in net distributions and $3.4 million in investment management fees flowed out of the Fund during the 
period. 


($Mil) (%) QTR YTD 1-year 3-year 5-year 10-year


U.S. Equity 478.5     13.4 3.66 17.62 4.10 12.95 9.40 13.98


International Equity 500.8     14.0 2.51 14.28 -1.11 9.61 2.81 8.10


Global Equity 254.6     7.1 2.88 15.55 3.58 11.63 5.61 -.-


Global Low Volatil ity 354.7     9.9 5.08 14.67 11.90 9.03 -.- -.-


Real Estate 408.5     11.4 1.82 9.33 8.20 5.17 7.98 15.32


Global Fixed Income 511.1     14.3 3.01 6.41 7.44 2.88 3.30 4.92


High Yield 355.1     9.9 2.39 9.55 6.37 6.33 4.05 8.04


Credit Opportunities 179.5     5.0 2.68 8.74 7.42 6.60 -.- -.-


MLPs 253.1     7.1 -0.42 19.91 2.61 2.01 -4.15 -.-


Private Equity 245.2     6.9 5.73 5.95 14.12 13.78 13.00 13.62


Cash Equivalents 38.8       1.1 0.64 1.24 2.32 1.38 0.87 0.49


Total Fund 3,579.9 100.0 3.04 12.21 6.45 8.16 5.44 10.18


   Asset Allocation Policy 3.29 12.55 7.33 7.70 5.09 9.97


      Value Added vs Policy -0.25 -0.34 -0.88 0.46 0.35 0.21


   Actuarial Rate 1.94 3.92 8.00 8.00 8.02 8.14


Wilshire 5000 Index 3.99 18.66 9.09 14.03 10.33 14.66


S&P 500 Index 4.30 18.54 10.42 14.19 10.71 14.70


MSCI ACWI x-U.S. IMI Index 2.74 13.33 0.26 9.16 2.25 6.77


MSCI EAFE Index 3.68 14.03 1.08 9.11 2.25 6.90


Bloomberg Aggregate Bond Index 3.08 6.11 7.87 2.31 2.95 3.90


Citigroup High Yield Cash Pay 2.37 9.89 7.21 7.31 4.34 8.79


Wilshire RE Securities Index 1.62 17.90 10.47 4.30 8.16 15.84


91-Day Treasury Bill 0.64 1.24 2.32 1.38 0.87 0.49


Assets Performance (%)


Total


($Millions) Return


1Q15 3,402.5    36.1         73.5         3.5            85.2         3,446.8    2.40%


2Q15 3,446.8    44.4         83.3         3.7            6.5            3,410.6    0.08%


3Q15 3,410.6    29.6         69.6         3.4            (202.7)      3,164.5    -6.08%


4Q15 3,164.5    49.4         82.5         3.2            71.0         3,199.2    2.12%


1Q16 3,199.2    89.0         127.7       3.0            40.9         3,198.3    1.28%


2Q16 3,198.3    70.8         105.2       2.8            116.2       3,277.3    3.54%


3Q16 3,277.3    32.9         67.4         2.9            117.3       3,357.2    3.48%


4Q16 3,357.2    28.1         66.0         3.0            21.4         3,337.8    0.62%


1Q17 3,337.8    36.2         74.6         2.6            140.0       3,436.7    4.15%


2Q17 3,436.7    24.9         68.7         3.2            86.6         3,476.4    2.46%


3Q17 3,476.4    47.8         84.0         3.5            110.0       3,546.6    3.10%


4Q17 3,546.6    31.1         74.1         3.3            107.5       3,607.8    3.02%


1Q18 3,607.8    31.9         74.7         3.1            (37.9)        3,524.0    -1.09%


2Q18 3,524.0    27.2         71.0         3.6            68.0         3,544.4    1.83%


3Q18 3,544.4    31.6         75.1         3.3            101.0       3,598.8    2.74%


4Q18 3,598.8    27.5         73.9         3.5            (274.6)      3,274.3    -7.66%


1Q19 3,274.3    32.4         71.8         3.2            292.5       3,524.2    8.90%


2Q19 3,524.2    27.7         76.6         3.4            108.0       3,579.9    3.04%


Gain/Loss ValueValue Contrib. Distrib. Fees


End MktBeg. Mkt Net Net Investment Investment
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Quarterly Total Fund Attribution vs. Policy 


 


  
The Total Fund attribution table, shown above, displays the return contribution of each asset class to the Total 
Fund’s overall return.  The attribution provides some insights as to whether tactical allocation and active 
management within asset classes helped or hurt performance during the quarter. 


 Strategic Policy: The contribution to total return from each asset class, calculated as the percentage 
allocated to each asset class multiplied by the benchmark for that asset class. 


 Actual Allocation: The return contribution during the quarter due to differences in the actual allocation 
from the policy allocation (i.e.: the actual allocation to U.S. equity was higher than the policy allocation). 
A positive number would indicate an overweight allocation benefited performance, and vice versa. 


 Active Management: The return contribution from active management.  This number would be positive 
if the asset class outperformed the designated policy index and vice versa (i.e.: the U.S. equity segment 
outperformed the policy index, the Wilshire 5000 Index, during the quarter and contributed positively to 
active management). 


 Interaction: Captures the interaction of managers’ performance and asset class weighting differences. 


 Actual Return: The actual return of the asset classes if allocations to them were static during the quarter.  
These returns will not match exactly with the actual segment returns since asset class allocations change 
during the quarter due to market movement, cash flows, etc. 


 


U.S. Equity 13.1 3.66 15.0 3.99 -1.90 -0.33 -0.03 0.00 -0.04 -0.06


International Equity 13.8 2.51 15.0 2.74 -1.16 -0.23 0.00 0.00 -0.03 -0.04


Global Equity 7.0 2.88 7.5 3.61 -0.48 -0.73 -0.01 0.00 -0.05 -0.06


Global Low Volatil ity 10.1 5.08 10.0 4.07 0.14 1.00 0.00 0.00 0.10 0.10


Public REITs 5.1 1.98 5.0 1.62 0.11 0.36 -0.01 0.00 0.02 0.01


Direct Core Real Estate 6.7 1.75 5.0 1.93 1.71 -0.18 -0.03 0.00 -0.01 -0.04


Global Fixed Income 14.2 3.01 15.0 3.08 -0.79 -0.07 -0.02 0.00 -0.01 -0.03


High Yield 10.2 2.39 10.0 2.37 0.19 0.02 0.00 0.00 0.00 0.00


Credit Opportunities 5.1 2.68 5.0 2.76 0.05 -0.08 0.00 0.00 0.00 -0.01


MLPs 7.1 -0.42 7.5 0.12 -0.41 -0.54 0.01 0.00 -0.04 -0.03


Private Equity 6.8 5.73 5.0 10.17 1.79 -4.44 0.11 -0.08 -0.22 -0.18


Cash Equivalents 0.8 0.64 0.0 0.64 0.75 0.00 0.00 0.00 0.00 0.00


Monthly Linked Return 100.0 2.96 100.0 3.29 -0.34 0.02 -0.07 -0.29 -0.34


Trading/Hedging 0.09 0.00 0.09 0.09


Total 3.04 3.29 -0.25 -0.25


Actual 


Allocation
Interaction


Asset Class


Assets (%) Policy (%) Difference (%) Total Fund Return Contribution (%)


Weight Return
Active 


Management
TotalWeight Return Weight Return


3.29 Asset Allocation Policy


0.02 Actual/Tactical Asset Allocation


-0.29 Active Management


-0.07 Interaction


0.09 Trading


3.04 Total Fund Return


*Note: factors may not sum exactly 
to total return due to rounding. 
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One-Year Total Fund Attribution vs. Policy 


 


     
The Total Fund attribution table, shown above, displays the return contribution of each asset class to the Total 
Fund’s overall return. The attribution provides some insights as to whether tactical allocation and active 
management within asset classes helped or hurt performance during the quarter. 


 Strategic Policy: The contribution to total return from each asset class, calculated as the percentage 
allocated to each asset class multiplied by the benchmark for that asset class. 


 Actual Allocation: The return contribution during the quarter due to differences in the actual allocation 
from the policy allocation (i.e.: the actual allocation to U.S. equity was higher than the policy allocation). 
A positive number would indicate an overweight allocation benefited performance, and vice versa. 


 Active Management: The return contribution from active management.  This number would be positive 
if the asset class outperformed the designated policy index and vice versa (i.e.: the U.S. equity segment 
outperformed the policy index, the Wilshire 5000 Index, during the quarter and contributed positively to 
active management). 


 Interaction: Captures the interaction of managers’ performance and asset class weighting differences. 


 Actual Return: The actual return of the asset classes if allocations to them were static during the quarter.  
These returns will not match exactly with the actual segment returns since asset class allocations change 
during the quarter due to market movement, cash flows, etc. 


U.S. Equity 13.9 4.10 15.0 9.09 -1.1 -5.00 -0.05 0.01 -0.72 -0.75


International Equity 13.8 -1.11 15.0 0.26 -1.2 -1.37 0.04 0.01 -0.21 -0.16


Global Equity 6.8 3.58 7.5 5.74 -0.7 -2.17 -0.03 0.01 -0.16 -0.17


Global Low Volatil ity 10.2 11.90 10.0 13.00 0.2 -1.10 0.01 0.00 -0.11 -0.10


Public REITs 5.0 12.19 5.0 10.47 0.0 1.73 -0.02 0.00 0.08 0.06


Direct Core Real Estate 6.7 5.32 5.0 5.62 1.7 -0.30 -0.06 -0.01 -0.01 -0.08


Global Fixed Income 13.8 7.44 15.0 7.87 -1.2 -0.43 -0.09 0.01 -0.07 -0.15


High Yield 10.1 6.37 10.0 7.21 0.1 -0.84 -0.01 0.00 -0.08 -0.10


Credit Opportunities 5.1 7.42 5.0 7.96 0.1 -0.54 -0.01 0.00 -0.02 -0.04


MLPs 7.2 2.61 7.5 3.09 -0.3 -0.47 0.01 -0.02 -0.02 -0.02


Private Equity 6.5 14.12 5.0 10.86 1.5 3.26 -0.02 0.07 0.15 0.20


Cash 0.8 2.32 0.0 2.32 0.8 0.00 0.00 0.00 0.00 0.00


Monthly Linked Return 100.0 6.01 100.0 7.33 -1.32 -0.24 0.09 -1.17 -1.32


Trading 0.44 0.00 0.44 0.44


Total 6.45 7.33 -0.88 -0.88


Weight Return Weight Return
Actual 


Allocation
Interaction


Asset Class


Assets (%) Policy (%) Difference (%) Total Fund Return Contribution (%)


Weight Return
Active 


Management
Total


7.33 Strategic Policy Allocation


-0.24 Actual/Tactical Asset Allocation


-1.17 Active Management


0.09 Interaction


0.44 Trading


6.45 Total Return


*Note: factors may not sum exactly 
to total return due to rounding. 
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U.S. Equity Overview 1 


 


Composite 


 


U.S. Equity Managers 


 


                                                 
1 Domestic Equity Custom Benchmark: Wilshire 5000 Index (3q99 – Present); S&P 500 Index (1q90 – 2q99). 


QTR YTD 1-year 3-year 5-year 10-year


Total U.S. Equity (Gross) 478.5$  3.77 17.87 4.54 13.36 9.79 14.38


Total U.S. Equity (Net) 3.66 17.62 4.10 12.95 9.40 13.98


    Custom Benchmark 1 3.99 18.66 9.09 14.03 10.33 14.66


      Net of Fee Value Added vs Benchmark -0.33 -1.04 -4.99 -1.08 -0.93 -0.68


Small Cap Composite 133.2$  3.34 16.99 -3.99 11.60 7.64 13.61


Wilshire 5000 Index 3.99 18.66 9.09 14.03 10.33 14.66


S&P 500 Index 4.30 18.54 10.42 14.19 10.71 14.70


Russell 2000 Index 2.10 16.98 -3.31 12.30 7.06 13.45


Assets


(Millions)


Performance


Assets Since


(Millions) QTR YTD 1-year 3-year 5-year Inception


Large Core - Passive


Northern Trust S&P 500 (Lending) Northern Trust S&P 500 (Gross) 138.8$      4.32 18.59 10.49 14.20 10.76 10.04 Dec-94


Northern Trust S&P 500 (Lending) Northern Trust S&P 500 (Net) 4.32 18.59 10.48 14.20 10.76 10.02 Dec-94


   S&P 500 Index 4.30 18.54 10.42 14.19 10.71 9.97 Dec-94


      Net of Fee Value Added vs Benchmark 0.02 0.05 0.06 0.01 0.05 0.05


Enhanced Index


T. Rowe Price (Gross) 140.5$      4.46 19.69 10.87 15.55 11.68 9.54 Mar-06


T. Rowe Price (Net) 4.38 19.52 10.54 15.21 11.32 9.22 Mar-06


   S&P 500 Index + 1% 4.55 19.04 11.42 15.19 11.71 9.66 Mar-06


      Net of Fee Value Added vs Objective -0.17 0.48 -0.88 0.02 -0.39 -0.44


   S&P 500 Index 4.30 18.54 10.42 14.19 10.71 8.66 Mar-06


      Net of Fee Value Added vs Benchmark 0.08 0.98 0.12 1.02 0.61 0.56


   Information Ratio 0.12 0.80 0.51


   Sharpe Ratio 0.42 1.11 0.85


Date


Performance (%) Inception







  


 Wilshire Consulting 
 Executive Summary of Performance – June 30, 2019 
 Employees’ Retirement Fund of the City of Dallas 
 


Page 7 


 


U.S. Equity Overview (Continued) 


U.S. Equity Managers 


 
 The Fund’s domestic equity composite generated a return of 3.66% (net of fees) during the second quarter 


of 2019, trailing the Wilshire 5000 Total Market Index, which returned 3.99%. Relative performance was 
strong during the quarter for all active U.S. equity managers in the composite aside from Smith Graham, 
which continues to struggle on a relative basis. Following this quarter’s results, the domestic equity composite 
is trailing its benchmark over the one-, three-, five- and ten-year periods. 


 


Assets Since


(Millions) QTR YTD 1-year 3-year 5-year Inception


Small Core - Active


Systematic Financial (Gross) 65.4$        3.70 15.34 -4.78 13.73 10.08 11.53 Jun-03


Systematic Financial (Net) 3.49 14.84 -5.60 12.77 9.15 10.73 Jun-03


   Russell 2000 Index + 1.25% 2.41 17.61 -2.06 13.55 8.31 10.46 Jun-03


      Net of Fee Value Added vs Objective 1.08 -2.77 -3.54 -0.78 0.84 0.27


   Russell 2000 Index 2.10 16.98 -3.31 12.30 7.06 9.21 Jun-03


      Net of Fee Value Added vs Benchmark 1.39 -2.14 -2.29 0.47 2.09 1.52


   Information Ratio -0.64 0.11 0.51


   Sharpe Ratio -0.33 0.68 0.52


Small Value - Active


Channing Capital Management (Gross) * 33.4$        3.07 18.86 -4.08 9.44 5.77 6.50 Oct-13


Channing Capital Management (Net) * 2.83 18.29 -5.02 8.40 4.77 5.52 Oct-13


   Russell 2000 Value Index + 1.25% 1.69 14.09 -4.99 11.06 6.64 7.19 Oct-13


      Net of Fee Value Added vs Objective 1.14 4.20 -0.03 -2.66 -1.87 -1.67


   Russell 2000 Value Index 1.38 13.47 -6.24 9.81 5.39 5.94 Oct-13


      Net of Fee Value Added vs Benchmark 1.45 4.82 1.22 -1.41 -0.62 -0.42


   Information Ratio 0.21 -0.26 -0.13


   Sharpe Ratio -0.26 0.37 0.22


Small Growth - Active


Redwood Investments* Redwood Investments (Gross) * 34.4$        3.73 20.39 1.17 -.- -.- 9.09 Sep-16


Redwood Investments* Redwood Investments (Net) * 3.55 19.98 0.45 -.- -.- 8.47 Sep-16


   Russell 2000 Growth Index + 1.50% 3.12 21.11 1.01 -.- -.- 13.96 Sep-16


      Net of Fee Value Added vs Objective 0.43 -1.13 -0.56 -5.49


   Russell 2000 Growth Index 2.75 20.36 -0.49 -.- -.- 12.46


      Net of Fee Value Added vs Benchmark 0.80 -0.38 0.94 -3.99


   Information Ratio 0.21 -.- -.-


   Sharpe Ratio -0.07 -.- -.-


Mid Cap Value - Active


Smith Graham Mid Cap Value (Gross) * 66.1$        1.80 13.47 -5.29 -.- -.- -1.77 Dec-17


Smith Graham Mid Cap Value (Net) * 1.61 13.04 -6.01 -.- -.- -2.42 Dec-17


   Russell Midcap Index + 2% 4.62 22.34 9.83 -.- -.- 8.79 Dec-17


      Net of Fee Value Added vs Objective -3.01 -9.30 -15.84 -11.21


   Russell Midcap Index 4.13 21.35 7.83 -.- -.- 6.79


      Net of Fee Value Added vs Benchmark -2.52 -8.31 -13.84 -9.21


   Information Ratio -1.63 -.- -.-


   Sharpe Ratio -0.41 -.- -.-


Performance (%) Inception


Date
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U.S. Equity Overview (Continued) 
 


Northern Trust (Passive) 
 Northern Trust manages a passive large-cap core equity portfolio for the Fund, which is designed to track 


the S&P 500 Index and replicate the performance of overall market. To date, the passive large-cap core 
portfolio is performing in line with expectations, mirroring the risk and return profile of the benchmark index 
and exhibiting very low tracking error over all time periods. 


 


T. Rowe Price (Enhanced) 
 T. Rowe Price manages the Fund’s enhanced equity index portfolio. The T. Rowe Price portfolio returned 


4.38% (net of fees) during the second quarter, leading its benchmark index (S&P 500) which returned 4.30%. 
During the period stock selection and sector positioning were modestly additive during the period leading to 
this quarter’s outperformance relative to the benchmark. During the period stock selection was strongest 
within the portfolio’s industrials and utilities sectors, both of which posted returns above that of their 
respective benchmark holdings. Stock selection was weakest within health care. Historically, the portfolio’s 
overall sector allocation does not deviate too broadly from the Standard & Poor’s 500 (approximately +/- 1%) 
which means the bulk of the value-added will come from stock selection, though a slight underweight to 
energy aided results during the quarter. The T. Rowe portfolio remains concentrated in large-capitalization 
stocks (with an average market cap of $239,811 million). The portfolio is currently outperforming against its 
benchmark over the one-, three-, and five-year periods as well as since inception (3/06). 
 


Systematic Financial (Small-Cap Core) 
 Systematic Financial manages the Fund’s small-cap core portfolio. The Systematic portfolio returned 3.49% 


(net of fees) during the second quarter, outperforming its benchmark (Russell 2000) which returned 2.10%. 
Stock selection was the main driver of this period’s results during the second quarter. From an attribution 
perspective, stock selection within information technology and financials provided the largest contributions 
to relative results. Selection in industrials, energy and real estate were also positive for the period. An 
overweight to industrials boosted returns during the period along with an underweight to healthcare which 
underperformed. Both an overweight to, and selection in consumer discretionary provided the largest drag 
to relative performance during the period.  The Systematic portfolio is currently outperforming against its 
benchmark over the three-, five- and ten-year periods as well as since inception despite its recent struggles 
relative to the benchmark. 


 
Channing Capital Management (Small-Cap Value) 


Channing Capital manages the Fund’s small-cap value portfolio. The Channing portfolio returned 2.83% (net 
of fees) during the second quarter, outperforming its benchmark (Russell 2000 Value) which returned 1.38%. 
Stock selection drove this quarter’s results relative to the benchmark.  Particularly large gains were incurred 
within the financials and communication services sectors. Here, the portfolio’s holdings returned 7.01% and 
-1.82% versus 5.27% and -7.54% for the respective benchmark holdings. In total, stock picking decisions 
were positive in 8 of the 11 GICS sectors. Meanwhile, sector weighting decisions were slightly positive for 
the period led by an underweight energy. To date, the Channing portfolio is positioned with an underweight 
allocation to financials (23% portfolio weight vs. 30% benchmark weight) with overweight allocation to 
industrials (19% portfolio weight vs 13% benchmark weight). The Channing portfolio is outperforming over 
the one-year period but continues to trail its benchmark over all other extended time periods including since 
inception (12/13). 
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U.S. Equity Overview (Continued) 
 


Redwood Investments (Small-Cap Growth) 
 Redwood Investments manages the Fund’s small-cap growth portfolio, which was funded in late 2016. The 


Redwood portfolio returned 3.55% during the second quarter, leading its benchmark (Russell 2000 Growth) 
which returned 2.75%. The portfolio currently holds 54 securities which is considerably more concentrated 
than the benchmark, as such, individual stock selection typically emerges as the predominant driver of 
relative performance in any given period. During the quarter, several stocks within the portfolio delivered 
strong returns relative to the benchmark. Of note, from a stock selection perspective the portfolio was aided 
by contributions from its health care holdings. Success in these segments was mitigated by poor stock 
picking results in industrials and communication services. The largest individual contributors to 
performance during the period were Generac Holdings (+35%) and Repligen Corporation (+45%).  During 
the period management increased exposure to the industrials and technology sectors while reducing 
exposure to the consumer discretionary and communication services sectors. The Redwood portfolio is 
currently leading its benchmark for the one-year period but continues to underperform against its 
benchmark since inception (09/16). 


 


Smith, Graham & Co. (Mid-Cap Value) 
 Smith, Graham & Co. manages the Fund’s mid-cap value portfolio, which was funded in December of 


2017. The mid-cap portfolio returned 1.61% (net of fees) during the second quarter, underperforming its 
benchmark (Russell Mid Cap Index) which returned 4.13%. During the quarter, the portfolio’s strongest 
sector performance relative to the Russell Midcap Index sectors was in: consumer staples, energy and 
financial services. The portfolio sectors with the weakest performance compared to the Russell Midcap 
Index sectors were: consumer discretionary, materials & processing and technology. The stocks that 
contributed the most to absolute performance during the quarter were: Total System Services Jabil 
AECOM, Gentex and W.R. Berkley. The stocks that detracted the most from absolute performance were: 
Abercrombie & Fitch, Bed Bath & Beyond, Chico’s FAS, United States Steel and Designer Brands Inc. 
During the quarter, one new position was established: Textron and Total System Services was eliminated 
following the announcement of an acquisition by Global Payments. At the end of June, the portfolio was 
diversified among 68 securities, none exceeding a 2.3% position. The 10 largest holdings represented 
approximately 20% of the total portfolio. Sector weightings were within plus/minus five percentage points of 
the Russell Midcap Index. Cash represented approximately 1.2% of the portfolio on June 30th. After 
completing its first full year of performance within the Fund the Smith Graham portfolio trails its benchmark 
since inception (12/17).
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International Equity Overview 23 


 


International Equity Composite 


 


International Equity Managers 


 
 
 
 


                                                 
2 International Equity Custom Benchmark: MSCI ACWI x-US IMI (2q10 – Present); MSCI ACWI x-US (1q99 – 1q10); Wilshire Non-US/Non-SA (2q96 – 4q98); MSCI EAFE 


(4q89 – 1q96) 
3Acadian Custom Benchmark: MSCI ACWI x-US Small Cap (3q09 – Present); MSCI EAFE Small Cap (4q99 – 2q09); S&P/Citigroup Eur/Pac EMI Index (2q96 – 3q99); MSCI 
EAFE (2q89 – 1q96). Performance Objective: Custom Benchmark +2% (1q05 – Present); +1% (2q89 – 4q04). 


QTR YTD 1-year 3-year 5-year 10-year


Total International Equity (Gross) 500.8$  2.62 14.52 -0.67 10.10 3.25 8.57


Total International Equity (Net) 2.51 14.28 -1.11 9.61 2.81 8.10


    Custom Benchmark 1 2.74 13.33 0.26 9.16 2.25 6.71
      Net of Fee Value Added vs Benchmark -0.23 0.95 -1.37 0.45 0.56 1.39


MSCI ACWI x-US IMI (Net) 2.74 13.33 0.26 9.16 2.25 6.77


MSCI ACWI x-US (Net) 2.98 13.60 1.29 9.39 2.16 6.54


MSCI EAFE (Net) 3.68 14.03 1.08 9.11 2.25 6.90


MSCI Emerging Markets 0.61 10.59 1.21 10.66 2.49 5.81


Assets Performance


(Millions)


Assets Since


(Millions) QTR YTD 1-year 3-year 5-year Inception


Int'l Small Cap - Active


Acadian International (Gross) 103.4$  3.29 15.92 -3.68 11.72 4.89 8.79 Mar-89


Acadian International (Net) 3.15 15.59 -4.36 11.10 4.34 8.34 Mar-89


   Custom Benchmark + 2% 1.71 12.60 -3.94 9.76 4.77 7.77 Mar-89


      Net of Fee Value Added vs Objective 1.44 2.99 -0.42 1.34 -0.43 0.57


   Custom Benchmark 1.21 11.60 -5.94 7.76 2.77 5.77 Mar-89


      Net of Fee Value Added vs Benchmark 1.94 3.99 1.58 3.34 1.57 2.57


   Information Ratio 0.56 0.84 0.44


   Sharpe Ratio -0.36 0.72 0.25


Date


Performance (%) Inception
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International Equity Overview (Continued) 


45 
 


International Equity Managers 


 
 
 


                                                 
 
5 AQR Custom Benchmark: MSCI ACWI x-US (2q10 – Present); MSCI EAFE (1q06 – 1q10); Performance Objective: Custom Benchmark + 1.5%. 


Assets Since


(Millions) QTR YTD 1-year 3-year 5-year Inception


Int'l Enhanced Index


AQR Capital Management (Gross) 197.7$  0.55 12.55 -2.74 8.91 2.78 3.62 Mar-06


AQR Capital Management (Net) 0.41 12.23 -3.30 8.29 2.17 3.09 Mar-06


   Custom Benchmark + 1.5% 3.35 14.35 2.79 10.89 3.66 4.31 Mar-06


      Net of Fee Value Added vs Objective -2.94 -2.12 -6.09 -2.60 -1.49 -1.22


   Custom Benchmark 2.98 13.60 1.29 9.39 2.16 2.81 Mar-06


      Net of Fee Value Added vs Benchmark -2.57 -1.37 -4.59 -1.10 0.01 0.28


   Information Ratio -1.57 -0.39 0.01


   Sharpe Ratio -0.31 0.54 0.10


Int'l Developed


Ativo International Developed * Ativo International Developed (Gross) * 35.8$    5.02 15.69 2.25 -.- -.- 1.05 Dec-17


Ativo International Developed * Ativo International Developed (Net) * 4.87 15.35 1.63 -.- -.- 0.51 Dec-17


   MSCI EAFE Index + 2% 4.18 15.02 3.08 -.- -.- 0.87


      Net of Fee Value Added vs Objective 0.69 0.33 -1.45 -0.36


   MSCI EAFE Index 3.68 14.03 1.08 -.- -.- -1.13


      Net of Fee Value Added vs Benchmark 1.19 1.32 0.55 1.64


   Information Ratio 0.18 -.- -.-


   Sharpe Ratio -0.04 -.- -.-


Int'l Equity (Active)


Baillie Gifford (Gross) 83.1$    5.86 -.- -.- -.- -.- 5.86 Mar-19


Baillie Gifford (Net) 5.82 -.- -.- -.- -.- 5.82 Mar-19


MSCI ACWI x-US (Net) + 2% 3.48 -.- -.- -.- -.- 3.48


      Net of Fee Value Added vs Objective 2.34 2.34


MSCI ACWI x-US (Net) 2.98 -.- -.- -.- -.- 2.98


      Net of Fee Value Added vs Benchmark 2.84 2.84


   Information Ratio -.- -.- -.-


   Sharpe Ratio -.- -.- -.-


Int'l Equity (Active)


Earnest Partners (Gross) * 80.8$    2.64 -.- -.- -.- -.- 2.64 Mar-19


Earnest Partners (Net) * 2.59 -.- -.- -.- -.- 2.59 Mar-19


MSCI ACWI x-US (Net) + 2% 3.48 -.- -.- -.- -.- 3.48


      Net of Fee Value Added vs Objective -0.89 -0.89


MSCI ACWI x-US (Net) 2.98 -.- -.- -.- -.- 2.98


      Net of Fee Value Added vs Benchmark -0.39 -0.39


   Information Ratio -.- -.- -.-


   Sharpe Ratio -.- -.- -.-


Performance (%) Inception


Date
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 The Fund’s international equity composite returned 2.51% (net of fees) during the second quarter of 2019, 
trailing the MSCI ACWI x-US Investable Market Index (IMI) which returned 2.74%. Active management was 
mixed across the board for the Fund’s international equity program with Baillie Gifford, Ativo and Acadian all 
leading their respective benchmarks by a sizeable margin. The program’s long-standing core international 
equity mandate managed by AQR faltered in the second quarter trailing its benchmark by a considerable 
margin ultimately leading to composite underperformance for the quarter. The recently funded Earnest 
Partners portfolio also trailed its benchmark during the period but only modestly. The international equity 
composite is currently outperforming against its benchmark for the year-to-date, three-, five- and ten-periods 
periods, as well as since inception (12/89). 


 


Acadian (International Small-Cap) 
 Acadian International manages the Fund’s active small-cap international equity portfolio. During the second 


quarter the Acadian portfolio returned 3.15% (net of fees), outperforming against its benchmark (MSCI ACWI 
x-U.S. Small Cap) which returned 1.21%. For the second quarter, the portfolio outperformed its benchmark, 
as gains realized from stock selection were partially offset by value lost from country allocations. Key sources 
of positive active return included stock selection in Korea, Japan, and South Africa. Underweight positions in 
Switzerland and the Netherlands proved less successful, as did stock selection in France. Notable 
contributors during the period included Telkom, Asia Cement China Holdings, Ubiquoss, and Barco NV. 
Notable decliners during the period included Ubisoft Entertainment, Great Eagle Holdings and Swedish 
Orphan Biovitrum. As of quarter-end, the Acadian portfolio is outperforming against its benchmark for the 
one-, three- and five-year periods as well as since inception (3/89). 
 


AQR Capital Management (International-ACWI X-US) 
 AQR Capital manages the Fund’s international equity portfolio. The AQR portfolio returned 0.41% (net of 


fees) during the second quarter, underperforming its benchmark (MSCI ACWI x-US) which returned 2.98%. 
Losses were driven by stock selection, although country and currency selection also detracted from 
performance. Within stock selection, the value theme was the main driver of underperformance for the 
quarter. Momentum also detracted from performance. Quality and sentiment modestly detracted over the 
period. Within stock selection, ability to pick stocks within sectors was the main detractor from performance. 
Stocks within industrials and consumer staples were the largest detractors. Stocks within information 
technology contributed to performance but did not offset losses. Sector selection also detracted from 
performance.  All sectors modestly detracted from performance or were flat over the period. Following this 
quarter’s results, the AQR portfolio is outperforming against its benchmark for five-, and ten-year periods as 
well as since inception (03/06). 


 
Ativo (International Developed) 
 Ativo manages the Fund’s international developed equity portfolio. During the second quarter the Ativo 


portfolio returned 4.87 % leading the MSCI EAFE Index, which returned 3.68%. Outperformance was 
primarily due to stock selection, as the overall impact of regional and sector allocations was minimal. Stock 
selection produced alpha in the UK, Canada, and Developed Europe/Middle East ex-UK and was positive in 
most sectors, led by consumer staples, materials, and industrials. On the other hand, stock selection in 
Pacific ex-Japan and the consumer discretionary sector hurt performance versus the index. An overweight 
to real estate also subtracted a meaningful amount from relative returns; however, the impact was largely 
offset by favorable sector exposures, particularly overweights in technology and industrials. The only 
significant change to positioning during the quarter was adding to the portfolio’s overweight in Canada. As of 
quarter end, the biggest overweights were in Canada, Pacific ex-Japan and the real estate and industrials 
sectors. The biggest underweights were in Japan, Developed Europe/Middle East ex-UK, financials, and 
consumer staples. After completing its first full year of performance within the Fund the Ativo portfolio 
currently leads its benchmark comfortably since inception (12/17). 
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Baillie Gifford (International Developed) 


 Baillie Gifford manages one of the Fund’s international developed equity portfolios. The portfolio 
outperformed the benchmark over the period, with stock selection being the main driver of relative 
outperformance. All regions delivered positive returns, with Europe the standout performer at a regional level; 
stock selection was particularly strong in Europe and Emerging Markets. On a relative basis, the portfolio’s 
two largest overweight positions, in industrials and information technology, were the strongest contributors 
to performance, whilst underweight positions in consumer staples and healthcare were also beneficial. At a 
stock level, Mercado Libre, the Latin American ecommerce business, featured amongst the stand-out 
performers. The company has been investing heavily, and sensibly in its logistics network. In addition to 
larger delivery companies, small independent counterparts are now taking deliveries from Mercado Libre 
fulfilment centers, leading to significant improvements in delivery times and service levels. Meanwhile, the 
company continues to see significant opportunities via its FinTech business and payments platform. SAP, 
the German software company, also had a strong quarter in share price terms. The company enjoys the 
benefits of a very sticky customer base which provides sizeable recurring revenues. After completing its first 
quarter of performance within the Fund the Baillie Gifford portfolio currently leads its benchmark since 
inception (03/19) 


 


Earnest (International Developed) 


 Earnest manages one of the Fund’s international developed equity portfolios. From a country perspective, 
although stock selection was positive in Asia, the portfolio’s relative overweight to China detracted from 
performance for the quarter. China was among the worst performing countries in the benchmark as investors 
were focused on short-term trade tension with the U.S. Regionally, stock selection for the strategy was 
positive in Japan, the UK, and the Americas (ex U.S.). From a sector perspective for the benchmark, utilities, 
REITS and consumer staples have performed the best in the last 12 months, not due to the underlying 
fundamentals, but due to their higher dividend yields in a low interest rate environment. Although the portfolio 
generated positive stock selection over the last 12 months among these sectors as a group, the portfolio 
remains relatively underweight to these three sectors, which detracted from performance during the period. 
Stock selection was also positive among health care and industrials over the last 12 months for the Fund. 
After completing its first quarter of performance within the Fund the Earnest portfolio currently trails its 
benchmark since inception (03/19). 
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Global Equity Overview 


 


Global Equity Composite 


 


Global Equity Managers 


 


QTR YTD 1-year 3-year 5-year 10-year


Total Global Equity (Gross) 254.6$  3.02 15.87 4.14 12.12 6.10 -.-


Total Global Equity (Net) 2.88 15.55 3.58 11.63 5.61 -.-
    MSCI ACWI (Net) 3.61 16.23 5.74 11.62 6.16 -.-


      Net of Fee Value Added vs Index -0.73 -0.68 -2.16 0.01 -0.55


MSCI ACWI IMI (Net) 3.37 16.08 4.56 11.41 6.03 10.32


MSCI ACWI (Net) 3.61 16.23 5.74 11.62 6.16 10.15


MSCI World (Net) 4.00 16.98 6.33 11.76 6.60 10.71


Assets Performance


(Millions)
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Global Equity Overview (Continued) 
 The global equity composite is comprised of an actively-managed strategy (with a U.S. bias relative to the 


benchmark) managed by Wellington. This strategy is complemented by a passively-managed strategy 
provided by Northern Trust. The composite also recently added an exposure to the Ariel Global Product 
strategy which has recently completed its first full year of performance. The new structure favors active 
management (currently 92% active/8% passive) versus the previous 50%/50% allocation between active and 
passively managed funds within the composite. During the second quarter the recently funded Ariel strategy 
underperformed the benchmark while the Wellington strategy outperformed the benchmark. The global 
equity composite is currently outperforming over the three-year period but continues to trail its benchmark 
over longer time periods including since inception (9/12). 


 


Wellington (Active) 
 Wellington manages one of the Fund’s active global equity portfolio. During the second quarter, the 


Wellington portfolio returned 3.98% (net of fees), outperforming its benchmark (MSCI ACWI Index) which 
returned 3.61%. The Global Opportunities portfolio modestly outperformed the benchmark in the second 
quarter, primarily due to positive stock selection in consumer staples and industrials. Sector allocation effects 
did not have a material impact on relative performance for the period. Walmart, a US-based retail and 
wholesale merchandiser of consumer products, was the leading contributor in consumer staples. The stock 
price rose following the company's shareholder meeting, as the company highlighted continued success 
across their businesses as a result of technological development.  The portfolio’s relative performance was 
offset by weak selection in financials, real estate, and energy. JPMorgan, a leading US-based universal bank, 
was the leading detractor within financials. During the quarter the team eliminated positions in Taiwan 
Semiconductor and Micron Technologies and established new positions in Harris Corporation, Parker-
Hannifin, JPMorgan and Banco Santander. The Wellington portfolio is currently underperforming over the 
one- and three-year periods but continues to outperform the benchmark over the five-year period along with 
since inception (09/12). 
 


Ariel (Active) 
 Ariel manages the Fund’s second active global equity portfolio. During the period the Ariel portfolio returned 


1.50% (net of fees), trailing its benchmark (MSCI ACWI Index) which returned 3.61%. Both stock selection 
and sector allocation positioning detracted from results relative to the benchmark during the period.  From a 
stock picking perspective, the consumer staples and communication services sectors produced the biggest 
drag to both absolute and relative returns. The respective portfolio holdings posted negative returns in each 
segment versus modestly positive returns in that of the benchmark holdings. Baidu and China Mobile were 
the main stock level detractors in each sector. Meanwhile, sector positioning was modestly negative led by 
overweight to health care and an underweight to financials. Stock picking decisions in technology and 
financials was strong during the period but not impactful enough to outweigh relative losses elsewhere in the 
portfolio. Following this quarter’s performance the Ariel portfolio now slightly trails its benchmark since 
inception (12/17). 


 


Northern Trust (Passive) 
 In late 2015 the Fund added a new global equity manager to the segment. Managed by Northern Trust, this 


strategy gives the Fund broadly diversified exposure to global stocks via a passively managed investment 
vehicle, which will result in lower turnover and costs incurred. At quarter-end the strategy represented 
approximately 8% of the segment’s total value. After its third full year of performance, the Northern Trust 
portfolio continues to closely track the risk profile while modestly outperforming its benchmark index MSCI 
ACWI (+45) basis points since inception. 
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Global Low Volatility Equity Overview 


 


Global Low Volatility Composite 


 
Global Equity Managers 


 
  *Acadian Info Ratio/Sharpe Ratio statistics based on MSCI ACWI Min Vol benchmark. 


QTR YTD 1-year 3-year 5-year 10-year


Total Global Low Volatility (Gross) 354.7$  5.13 14.78 12.07 9.22 -.- -.-


Total Global Low Volatility (Net) 5.08 14.67 11.90 9.03 -.- -.-
    MSCI ACWI Minimum Volatil ity (Net) 4.07 14.43 13.00 8.75 -.- -.-


      Net of Fee Value Added vs Index 1.01 0.24 -1.10 0.28


MSCI ACWI Minimum Volatil ity (Net) 4.07 14.43 13.00 8.75 8.87 11.39


MSCI World x-US Minimum Volatil ity (Net) 3.03 11.89 5.87 6.87 5.52 8.68


MSCI ACWI (Net) 3.61 16.23 5.74 11.62 6.16 10.15


Assets Performance


(Millions)


Assets Since


(Millions) QTR YTD 1-year 3-year 5-year Inception


Global Low Volatility - Active


Acadian Global Low Vol (Gross) 178.7$  6.10 14.83 10.59 9.13 -.- 9.29 Jun-15


Acadian Global Low Vol (Net) 6.01 14.64 10.30 8.79 -.- 8.96 Jun-15


   MSCI ACWI (Net) + 2% 4.11 17.22 7.74 13.62 -.- 9.57 Jun-15


      Net of Fee Value Added vs Objective 1.90 -2.58 2.56 -4.83 -0.61


   MSCI ACWI (Net) 3.61 16.23 5.74 11.62 -.- 7.57 Jun-15


      Net of Fee Value Added vs MSCI ACWI 2.40 -1.59 4.56 -2.83 1.39


   MSCI ACWI Min Vol (Net) 4.07 14.43 13.00 8.75 -.- 9.44 Jun-15


      Net of Fee Value Added vs MSCI ACWI Min Vol 1.94 0.21 -2.70 0.04 -0.48


   Information Ratio -0.66 0.01 -.-


   Sharpe Ratio 0.61 0.80 -.-


Global Low Volatility - Passive


BlackRock Global Low Vol (Gross) 176.0$  4.18 14.72 13.53 9.28 -.- 10.00 Jun-15


BlackRock Global Low Vol (Net) 4.17 14.70 13.49 9.26 -.- 9.98 Jun-15


   MSCI ACWI Min Vol (Net) 4.07 14.43 13.00 8.75 -.- 9.44 Jun-15


      Net of Fee Value Added vs Benchmark 0.10 0.27 0.49 0.51 0.54


Date


Performance (%) Inception
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Global Low Volatility Equity Overview (Continued) 


 


 In 2015, the Board elected to transfer assets from existing strategies elsewhere in the Fund into two new 
global low volatility equity portfolios. The first portfolio is actively-managed and run by Acadian. Its primary 
mandate is to provide the Fund with a better risk/return profile relative to the broad MSCI ACWI, its primary 
benchmark (the Acadian portfolio’s performance is also measured against the MSCI ACWI Minimum Volatility 
as a secondary benchmark). The second portfolio is a passively-managed index fund provided through 
BlackRock. Taken together, both funds will add diversification benefits to the existing suite of public equity 
managers. Since its inception within the Fund, the global low volatility equity composite is leading the MSCI 
ACWI Minimum Volatility Index. 


 


Acadian (Global Low Volatility – Active) 
 Acadian manages the Fund’s active global low volatility equity portfolio. The strategy recently completed its 


fourth year of performance within the Fund. During the second quarter, the Acadian portfolio returned 6.01% 
(net of fees). The portfolio’s primary benchmark is the traditional cap-weighted MSCI All-Country World Index 
(ACWI). In addition, the portfolio is viewed in comparison to its secondary benchmark, the MSCI ACWI 
Minimum Volatility. The Acadian portfolio has wide dispersion in its economic sector allocations as compared 
to the cap-weighted index, potentially leading to a higher degree of tracking error (this difference is reduced 
when comparing against the secondary minimum volatility benchmark). During the quarter, the Acadian 
portfolio outpaced both the MSCI ACWI and MSCI ACWI Minimum Volatility index. The effect of the lower 
beta tilt relative to the index was positive for the quarter, contributing approximately 110 basis points. Stock 
selection in communication services contributed to results, driven by a lack of exposure to Alphabet. Stock 
selection in health care also contributed, led by an investment in Chemed. Offsetting these results to a degree 
was roughly 30 basis points of negative return from an underweight position in information technology, driven 
by a lack of exposure to Microsoft. The Acadian portfolio is currently outperforming its primary benchmark 
since inception (+139 bps) (07/15). Following this quarter’s results the portfolio slightly trails its secondary 
minimum volatility benchmark since inception (-48 bps).  


 
BlackRock (Global Low Volatility – Passive) 
 BlackRock manages the Fund’s passive global volatility equity strategy. The BlackRock portfolio is intended 


to provide a low-cost, highly diversified global equity investment strategy focused on minimizing volatility. 
The BlackRock portfolio is benchmark against the MSCI ACWI Minimum Volatility. To date, the portfolio 
continues to perform in line with expectations, closely tracking the risk profile of the benchmark index while 
outperforming the benchmark (+54 bps) since inception. 
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Real Estate Overview 6 


 


Real Estate Composite 


 


Real Estate Managers 


 


                                                 
6 Real Estate Custom Benchmark: 50% Wilshire RESI / 39% NCREIF ODCE NOF/11% Invesco Custom Benchmark (4q13 – Present); Wilshire RESI (4q89 – 4q10). 


QTR YTD 1-year 3-year 5-year 10-year


Total Real Estate (Gross) 408.5$  1.97 9.65 8.81 5.80 8.67 16.10


Total Real Estate (Net) 1.82 9.33 8.20 5.17 7.98 15.32
    Custom Benchmark 1


1.78 10.31 8.40 5.14 7.97 15.60


      Net of Fee Value Added vs Benchmark 0.04 -0.98 -0.20 0.03 0.01 -0.28


REIT Strategies 172.0$  1.98 19.23 12.19 4.78 7.86 15.42


Private Core Real Estate 236.5$  1.75 2.66 5.32 5.52 7.91 -.-


Wilshire Real Estate Securities Index 1.62 17.90 10.47 4.30 8.16 15.84


NCREIF Open Diversified Core Equity (Net) 0.77 1.98 5.47 6.61 8.76 -.-


Assets Performance


(Millions)


Assets Since


(Millions) QTR YTD 1-year 3-year 5-year Inception


Real Estate Securities - Public


Adelante Capital Management * Adelante Capital Management (Gross) 86.0$    2.14 20.09 13.42 5.89 8.66 10.67 Sep-01


Adelante Capital Management * Adelante Capital Management (Net) 1.99 19.75 12.78 5.29 8.04 10.09 Sep-01


   Wilshire Real Estate Securities + 1% 1.87 18.39 11.47 5.30 9.16 11.42 Sep-01


      Net of Fee Value Added vs Objective 0.12 1.36 1.31 -0.01 -1.12 -1.33


   Wilshire Real Estate Securities 1.62 17.90 10.47 4.30 8.16 10.42 Sep-01


      Net of Fee Value Added vs Index 0.37 1.85 2.31 0.99 -0.12 -0.33


   Information Ratio 1.56 0.62 -0.06


   Sharpe Ratio 0.62 0.30 0.51


CenterSquare (Gross) 86.0$    1.96 18.82 11.91 -.- -.- 15.63 May-18


CenterSquare (Net) 1.84 18.55 11.45 -.- -.- 15.19 May-18


   Wilshire Real Estate Securities + 1% 1.87 18.39 11.47 -.- -.- 15.09 May-18


      Net of Fee Value Added vs Objective -0.03 0.16 -0.02 0.10


   Wilshire Real Estate Securities 1.62 17.90 10.47 -.- -.- 14.09 May-18


      Net of Fee Value Added vs Index 0.22 0.65 0.98 1.10


   Information Ratio 1.00 -.- -.-


   Sharpe Ratio 0.72 -.- -.-


Date


Performance (%) Inception
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Real Estate Overview (Continued) 
 


Real Estate Managers 


 


 The Fund’s total real estate composite is comprised of both public market real estate securities (REITs) and 
private investment in direct core real estate. The total segment returned 1.82% (net of fees) during the second 
quarter, edging its benchmark (split 50% Wilshire Real Estate Securities Index, 39% NCREIF Open-End 
Diversified Core Index and 11% Invesco II Custom Benchmark) which returned 1.78%. On the public side, 
both REIT exposures outperformed the Wilshire Real Estate Securities Index. On the private side, Invesco 
led the benchmark during the period while Heitman was unable to keep pace with the NCREIF ODCE Index. 
Currently, the Fund’s total real estate composite is outperforming its benchmark over the three- and five-year 
period but continues to trail the benchmark since inception (12/89). 
 


Adelante Capital Management (REIT) 
 Adelante Capital manages one of the Fund’s real estate securities (REIT) portfolios. During the second 


quarter, the Adelante portfolio returned 1.99% (net of fees), outperforming its benchmark index (Wilshire 
Real Estate Securities) which returned 1.62%. For the third quarter in a row, security selection was the main 
driver of outperformance relative to the benchmark. Stock selection was most additive within the industrials, 
hotel and local retail segments of the market. Here the portfolio holdings delivered returns ahead of the 
respective benchmark holdings. Similarly, albeit on a lesser scale the portfolio’s regional retail, manufactured 
homes and health care holdings posted returns above that of their respective benchmark holdings. Sector 
positioning was flat during the period, the portfolio benefitted from an overweight to the industrial and real 
estate services sectors. During the period the portfolio purchased three new issues (Invitation Homes, 
Paramount Group and Interxion Holdings) and sold two securities (Cushman & Wakefield and Hilton Grand 
Vacations). The portfolio is currently leading its benchmark over the one- and three-year periods but trails its 
benchmark since inception (09/01). 


 


CenterSquare (REIT) 
 CenterSquare manages the Fund’s recently hired real estate securities (REIT) portfolio. For the quarter 


stock selection and sector selection contributed to alpha. Stock selection was particularly strong in data 
center, health care, and net lease. The portfolio benefitted from its overweight position in healthcare REIT, 
Ventas, as it made a series of accretive acquisitions and held an investor day late in the quarter that 
increased investors’ expectations of more robust earnings growth in 2020.  Within the data center sector, 
the portfolio’s purchase of Digital Realty Trust and overweight position to Cyrus One contributed to alpha in 
Q2 as the company moved passed an equity overhang that had hampered the stock’s performance earlier 
in the year. In net lease, the portfolio’s modest overweight to Vereit also served the portfolio well. This 
stock selection alpha however, was partially offset by underperformance in specialty name Iron Mountain, 
which has underperformed in a low-performing sector. Sector selection alpha contributions were broadly 
positive, but the most significant came from an overweight position in alternative housing and an 
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underweight position in the regional mall sector. The retail sector, specifically regional malls, 
underperformed materially as the industry continued to face challenges related to heightened store 
closures from retailers struggling to compete with the growth of e-commerce. From a positioning 
perspective, alternative housing and net lease were the largest overweights. In apartments, management 
shifted from underweight to neutral through a purchase of Avalon Bay Communities and Mid-America 
Apartment Communities.  In healthcare, the team reduced the underweight by adding to existing position in 
Ventas, as previously mentioned. The decrease in interest rates served to benefit more bond-like, longer-
dated lease structures which are common in the healthcare sector. Lastly, CenterSquare shifted from 
neutral to underweight in regional malls by trimming existing positions in both the Macerich Co and Simon 
Property Group. Following this quarter’s results, the CenterSquare portfolio is currently leading its 
benchmark since inception (04/18). 
 


Heitman (Direct Core Real Estate) 


 Heitman manages one of the Fund’s three direct core real estate portfolios. The Heitman portfolio returned 
-0.54% (net of fees) during the second quarter, underperforming its benchmark (NCREIF Open End 
Diversified Core Index) which returned 0.77%. Heitman achieved a gross return of -0.32% in the second 
quarter of 2019, comprised of 1.13% in income and -1.45% in appreciation. The depreciation return 
included -86 basis points of property valuation, and -59 basis points of debt marking-to-market. The 
reduction in property valuation was driven by the retail sector assets, primarily attributable to the Fund’s 
regional mall investments. The reduction in debt valuation was driven by lower underlying interest rates. 
The Fund anticipates paying a dividend in July of around $13.38 per share, providing investors with 
additional yield.  At quarter end the portfolio’s allocation is well diversified across the apartment (22% 
allocation), office (27%), retail (20%), self-storage (20%) and industrial (11%) segments of the market. The 
portfolio is also well diversified across the U.S.  geographical landscape allocating 37% of the portfolio to 
the Western region of the U.S., 22% to the Southern region, 17% to the Midwest region and 24% to the 
Eastern region of the country. No transactions were completed during the quarter. The Fund has an 
industrial building in the Dallas market under contract, which is expected to close during the third quarter. 
Following this quarter’s results, the Heitman portfolio is currently trailing its benchmark over the one-, three- 
and five-year periods but continues to lead its benchmark since inception (08/10). 


 
Invesco Core Real Estate-USA (Direct Core Real Estate) 
 Invesco manages two of the Fund’s three direct core real estate portfolios. The Invesco Core Real Estate-


USA portfolio returned 1.05% (net of fees) during the second quarter, leading its benchmark (NCREIF 
Open End Diversified Core Index) which returned 0.77%. The total gross return comprised of 0.91% 
income and 0.13% appreciation. Due to the continued and meaningful decline in interest rates, debt mark-
to-market had a negative 43 bps impact to the current quarter return and a negative 66 bps impact to the 
one-year return. Write-downs on SoHo retail assets also weighed on performance (-40 bps) due to 
downward market rent adjustments despite the A+ location. The Fund has proactively addressed Retail 
valuations and has “taken the pain;” ICRE’s retail NOI is solid and the Fund’s retail assets remain “retail 
with a future.” CRE continues to experience income and dividend growth, with an increase in quarterly NOI 
of $8M and an increase in the quarterly dividend of $13M when compared to the same quarter last year. 
The Fund closed on two add-on acquisitions to existing investments; 109 Smith, an add-on to The Quad in 
Cambridge, MA and SVT 2, a land parcel adjacent to Sunset Vine Tower in Hollywood, CA. In addition, the 
Fund paid-off the loan on 131-137 Spring Street, refinanced two construction loans and closed on three 
long-term, unsecured private placement notes. The Invesco portfolio is currently outperforming its 
benchmark over all extended time periods including since inception (08/10).
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Fixed Income Overview 7 


 


Fixed Income Composites 


 


Global Fixed Income Managers 


  


                                                 
7 High Yield Custom Benchmark: Citigroup High Yield Cash Pay (4q99 – Present); Citigroup High Yield Composite Index (1q97 – 3q99). 


QTR YTD 1-year 3-year 5-year 10-year


Global Fixed Income (Gross) 511.1$  3.06 6.52 7.67 3.10 3.49 5.12


Global Fixed Income (Net) 3.01 6.41 7.44 2.88 3.30 4.92
    Bloomberg Aggregate Bond Index 3.08 6.11 7.87 2.31 2.95 3.90


      Net of Fee Value Added vs Benchmark -0.07 0.30 -0.43 0.57 0.35 1.02


High Yield (Gross) 355.1$  2.51 9.80 6.89 6.84 4.55 8.55


High Yield (Net) 2.39 9.55 6.37 6.33 4.05 8.04


    Custom Benchmark 1 2.37 9.89 7.21 7.31 4.34 8.79


      Net of Fee Value Added vs Benchmark 0.02 -0.34 -0.84 -0.98 -0.29 -0.75


Bloomberg Aggregate 3.08 6.11 7.87 2.31 2.95 3.90


Citigroup High Yield Cash Pay 2.37 9.89 7.21 7.31 4.34 8.79


BofA ML High Yield Master II 2.56 10.16 7.60 7.54 4.70 9.22


Assets Performance


(Millions)


Assets Since


(Millions) QTR YTD 1-year 3-year 5-year Inception


Global Fixed Income


Advantus Capital Management Securian Asset Mgmt. (Gross) 219.5$  3.05 6.61 7.90 3.51 3.89 4.91 May-07


Advantus Capital Management Securian Asset Mgmt. (Net) 3.00 6.52 7.71 3.33 3.71 4.74 May-07


   Bloomberg Aggregate + 0.5% 3.20 6.36 8.37 2.81 3.45 4.84 May-07


      Net of Fee Value Added vs Objective -0.20 0.16 -0.66 0.52 0.26 -0.10


   Bloomberg Aggregate 3.08 6.11 7.87 2.31 2.95 4.34 May-07


      Net of Fee Value Added vs Benchmark -0.08 0.41 -0.16 1.02 0.76 0.40


   Information Ratio -0.18 1.50 1.26


   Sharpe Ratio 1.78 0.71 1.04


Aberdeen Global Fixed Income Aberdeen (Gross) 219.4$  3.35 7.02 8.06 2.94 3.16 4.98 Apr-07


Aberdeen Global Fixed Income Aberdeen (Net) 3.29 6.89 7.81 2.70 2.97 4.76 Apr-07


   Bloomberg Aggregate + 0.5% 3.20 6.36 8.37 2.81 3.45 4.69 Apr-07


      Net of Fee Value Added vs Objective 0.09 0.53 -0.56 -0.11 -0.48 0.07


   Bloomberg Aggregate 3.08 6.11 7.87 2.31 2.95 4.19 Apr-07


      Net of Fee Value Added vs Benchmark 0.21 0.78 -0.06 0.39 0.02 0.57


   Information Ratio -0.04 0.43 0.02


   Sharpe Ratio 1.58 0.43 0.71


InceptionPerformance (%)


Date
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Fixed Income Overview (Continued) 
 


Global Fixed Income Managers 


 
 The Fund’s global fixed income segment returned 3.01% (net of fees) during the second quarter of 2019, 


slightly trailing the Bloomberg Aggregate Bond Index, which returned 3.08%. The segment is comprised of 
three actively managed strategies: (1) Securian Asset Management (previously Advantus Capital 
Management), (2) Aberdeen Asset Management, and (3) Garcia Hamilton. During the period, one of the 
three actively managed portfolios (Aberdeen) led the Bloomberg Aggregate Index. Securian and Aberdeen 
(both with early 2007 inception dates) manage roughly the same level of assets for the Fund while the Garcia 
Hamilton portfolio has a smaller mandate. Therefore, quarter to quarter performance is largely driven by the 
results of the Securian and Aberdeen accounts while the Garcia Hamilton account does not have the ability 
to move the needle as much, so to speak, on account of its smaller size. Following this period’s results the 
global fixed income composite continues to outperform against the Bloomberg Aggregate over the three-, 
five- and ten-year periods. 


 


Securian Asset Management (Core Fixed Income) 
 Securian Asset Management (formerly Advantus) manages one of the Fund’s three global fixed income 


portfolios. During the second quarter, the Securian portfolio returned 3.00% (net of fees), underperforming 
its benchmark (Bloomberg Aggregate) which returned 3.08% for the quarter. Overall results have been quite 
strong, considering a shorter duration positioning relative to the index has been a significant headwind in 
2019. Security selection and asset allocation decisions yielded strong excess returns in the second quarter 
and through the first half of 2019. Overall exposure to corporate bonds increased by approximately 2.5 
percent during the quarter. The portfolio remains overweight financials, utilities and industrials. Exposure to 
the securitized sector increased by 5 percent during the quarter. The largest increases came in Auto ABS 
and non-Agency MBS. The recent increase in investment policy capacity in Rule 144a securities has allowed 
Securian to find attractive structured securities that reflect their thoughts on consumer strength. The portfolio 
is overweight ABS, CMBS and non-Agency MBS, while it remains underweight Agency MBS. Lastly, portfolio 
duration was largely unchanged during the quarter and currently is two-tenths of a year short of the 
benchmark's duration. The Securian portfolio is currently outperforming against its benchmark over the three- 
and five-year periods as well as since inception (06/07). 
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Fixed Income Overview (Continued) 
 


Aberdeen (Core Fixed Income) 
 Aberdeen manages another of the Fund’s global fixed income portfolios. During the second quarter the 


Aberdeen portfolio returned 3.29% (net of fees), outperforming its benchmark the Bloomberg Aggregate 
Index which returned 3.08% during the period. Many of the same themes that aided the fund in Q1 helped 
relative results in Q2.  In the Fund’s core segment, U.S. Treasury yield-curve positioning, asset allocation 
and security selections all contributed to performance for the quarter. The Fund’s slightly long duration 
position via an overweight to the intermediate part of the yield curve had a positive impact on performance. 
Fund performance was also bolstered by a sizeable underweight position in U.S. Treasuries versus the 
benchmark, along with an overweight allocation to commercial mortgage-backed securities (CMBS). An 
underweight position in investment-grade corporate bonds was modestly detractive, as corporates again 
produced solid gains during the period. Security selection across segments was also positive for the period. 
The Aberdeen portfolio continues to outperform against its benchmark over the three-, five- and since 
inception periods (06/07). 


 
Garcia Hamilton (Core Fixed Income) 
 Garcia Hamilton is the Fund’s third global fixed income manager. During the second quarter, the portfolio 


returned 2.17% (net of fees), underperforming its benchmark index (Bloomberg Aggregate Index) which 
returned 3.08%. As of quarter end, the account held approximately 60% in the corporate sector versus the 
index weighting of 25%.  In the agency and agency MBS sectors, the account held approximately 11% and 
7% versus the benchmark weightings of 6% and 27%, respectively.  Duration and yield curve positioning 
detracted from relative performance this quarter as the team continued to maintain a shorter duration than 
the benchmark and a barbell positioning, but rates declined and the curve steepened.  However, the portfolio  
received a positive contribution from sector positioning as the Fund was underweight the Treasury sector 
and the MBS, and both sectors underperformed.  Despite the portfolio’s defensive positioning, the yield of 
the portfolio was marginally higher than the index as floating rate securities exposure provided attractive 
income relative to fixed rate securities. Garcia Hamilton disagrees with the notion that a recession is imminent 
because money supply is expanding rapidly which will fuel the economy, leading economic indicators are 
positive, and the labor market is very healthy.  Therefore, the team believes rates have the bias to move 
higher as the economy continues to grow and exceed market expectations. The Garcia Hamilton portfolio is 
currently outperforming against its benchmark over the five-year period as well as since inception (12/13). 
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Fixed Income Overview (Continued) 8 
 


High Yield/Credit Opportunities Managers 


 
 


 The high yield composite returned 2.39% (net of fees) during the second quarter, outperforming against the 
Citigroup High Yield Cash Pay Index, which returned 2.37%. The composite is currently split equally between 
the two actively-managed strategies. During the period, BlackRock edged out the benchmark while Oaktree 
modestly trailed the benchmark. The high yield composite is currently underperforming its benchmark over 
all extended time periods greater than one year including since inception (03/97).   


 
 
 
 
 
 
 
 
 


                                                 
8 Oaktree Capital Management Performance Objective: Citigroup High Yield Cash Pay + 1% (4q99 – Present); Citigroup High Yield Composite Index + 1% (2q97 – Present). 


Assets Since


(Millions) QTR YTD 1-year 3-year 5-year Inception


High Yield


Oaktree Capital Management Oaktree Capital Management (Gross) 176.9$  2.25 9.44 6.18 6.47 4.00 7.23 Dec-96


Oaktree Capital Management Oaktree Capital Management (Net) 2.13 9.17 5.64 5.95 3.48 6.72 Dec-96


   Performance Objective 2.62 10.39 8.21 8.31 5.34 7.92 Dec-96


      Net of Fee Value Added vs Objective -0.49 -1.22 -2.57 -2.36 -1.86 -1.20


   Custom Benchmark 2.37 9.89 7.21 7.31 4.34 6.92 Dec-96


      Net of Fee Value Added vs Benchmark -0.24 -0.72 -1.57 -1.36 -0.86 -0.20


   Information Ratio -4.02 -2.18 -1.21


   Sharpe Ratio 0.48 0.99 0.46


BlackRock High Yield (Gross) 178.2$  2.76 10.17 7.61 7.20 4.64 6.91 Sep-06


BlackRock High Yield (Net) 2.65 9.92 7.10 6.71 4.14 6.43 Sep-06


   Citigroup High Yield Cash Pay + 1% 2.62 10.39 8.21 8.31 5.34 8.01 Sep-06


      Net of Fee Value Added vs Objective 0.03 -0.47 -1.11 -1.60 -1.20 -1.58


   Citigroup High Yield Cash Pay 2.37 9.89 7.21 7.31 4.34 7.01 Sep-06


      Net of Fee Value Added vs Benchmark 0.28 0.03 -0.11 -0.60 -0.20 -0.58


   Information Ratio -0.21 -1.10 -0.11


   Sharpe Ratio 0.72 1.25 0.64


Credit Opportunities


Neuberger Berman (Gross) 179.5$  2.76 8.93 7.76 6.90 -.- 8.03 Jan-16


Neuberger Berman (Net) 2.68 8.74 7.42 6.60 -.- 7.76 Jan-16


   Custom Benchmark + 1% 3.01 9.53 8.96 7.10 -.- 9.01 Jan-16


      Net of Fee Value Added vs Objective -0.33 -0.79 -1.54 -0.50 -1.25


   Custom Benchmark 2.76 9.03 7.96 6.10 -.- 8.01 Jan-16


      Net of Fee Value Added vs Benchmark -0.08 -0.29 -0.54 0.50 -0.25


   Information Ratio -0.41 0.40 -.-


   Sharpe Ratio 0.91 1.28 -.-


Performance (%) Inception


Date
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Oaktree Capital Management (High Yield Fixed Income) 


 Oaktree Capital manages one of the Fund’s two high yield fixed income portfolios. The Oaktree portfolio 
returned 2.13% (net of fees) during the second quarter, underperforming its benchmark (Citigroup High Yield 
Cash Pay) which returned 2.37%. High yield bonds didn’t enjoy the same tailwinds as their longer-duration 
counterparts, but they still managed to turn in an above-coupon return for the second consecutive quarter. 
The portfolio performed essentially in line with the benchmark during the second quarter on a gross of fee 
basis. While management would like to gain an edge in every market environment, the defensively positioned 
portfolio typically performs best when risk aversion increases and defaults are on the rise – not a description 
of the second quarter. Just six issuers defaulted on $7.7 billion of bonds in the second quarter, bringing the 
rolling-four quarter default rate to 1.4%, well below the 3.7% long-term average. Oaktree is pleased to report 
they suffered no defaults during the quarter. Oaktree portfolio is currently underperforming over the one-, 
three- and five-year periods, as well as since inception (03/97). 


 


BlackRock (High Yield Fixed Income) 


 BlackRock manages the Fund’s other high yield fixed income portfolio. During the second quarter, the 
BlackRock portfolio returned 2.65%, leading its benchmark (Citigroup High Yield Cash Pay) which returned 
2.37%. Similar to its companion strategy managed by Oaktree, the BlackRock portfolio exhibits a more 
defense structure relative to the benchmark but is not afraid to dip into C-CCC rated issues (currently (13.8% 
vs 13.2% in that of the benchmark). Higher quality names led the market during the second quarter. The 
portfolio’s more defensive posture relative to the benchmark should perform better in an environment where 
quality issues are in favor. Modest contributions from sector/issue selection and interest rate positioning also 
accrued favorably to results versus the benchmark. The BlackRock portfolio is currently underperforming 
over the one-, three- and five-year periods as well as since inception period (09/06). 
 


Neuberger Berman (Credit Opportunities) 
 Neuberger Berman manages the Fund’s credit opportunities portfolio. During the beginning of 2016 the 


Neuberger Berman Credit Opportunities portfolio was funded to further diversify the plan’s fixed income 
basket. Now in its fourth year of performance the portfolio returned 2.68% for the period, slightly trailing its 
custom benchmark (33% ML High Yield Master II Index/33% S&P LSTA Leveraged Loan Index/33% JPM 
EMBI Global Diversified Index) which returned 2.76%.  Sector positioning within U.S. rates and loans 
markets were the main detractors this period relative to the benchmark.  Meanwhile, security selection was 
negative within emerging markets exposures modestly detracting from results. Contributors during the 
period included sector positioning in investment grade credit, CLOs and Pan European high yield credit. As 
of quarter end, the portfolio maintained a notable overweight to Latin America with underweight allocations 
to the U.S. and Asia Ex-Japan regions. Meanwhile, the credit quality of the portfolio (BB) matched that of 
the benchmark, such that this was not a meaningful source of added or detracted value. The Neuberger 
Berman portfolio is currently leads its benchmark over the three-year period but is slightly underperforming 
its custom benchmark since inception (01/16).
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Private Equity Overview  


 


Private Equity Composite 


 
 


▪ Multiple calculation = (market value + distributions) / capital called 


▪ Internal Rate of Return shown here is calculated by Wilshire based on cumulative cash flows and 
annualized since inception. 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
       


Total 


Commitment


Cumulative 


Distributions


Capital 


Balance
Multiple


Calculated 


IRR


Hamilton Lane Fund VII LP (Series A) 30,000,000      25,297,247           84.3% 21,549,263      18,116,575      1.57      10.5%


Hamilton Lane Fund VII LP (Series B) 20,000,000      17,695,467           88.5% 8,069,533        11,240,061      1.09      2.0%


Hamilton Lane Fund VII LP (Total) 50,000,000     42,992,714          86.0% 29,618,796     29,356,636     1.37      7.1%


Hamilton Lane Secondary Fund II LP 25,000,000      22,848,181           91.4% 26,827,994      1,471,744        1.24      8.6%


Hamilton Lane Secondary Fund III LP 30,000,000      17,762,479           59.2% 17,177,862      12,344,408      1.66      20.5%


Hamilton Lane Secondary Fund IV LP 30,000,000      12,310,713           41.0% 1,065,637        16,321,983      1.41      36.7%


Hamilton Lane Fund VIII LP (Global) 30,000,000      16,412,837           54.7% 3,077,379        22,571,347      1.56      12.1%


GCM Grosvenor - Partnership, L.P. 75,000,000      81,462,229           108.6% 83,447,561      47,508,725      1.61      15.3%


GCM Grosvenor - Partnership II, L.P. (2014) 60,000,000      57,725,012           96.2% 18,421,090      51,082,078      1.20      10.3%


GCM Grosvenor - Partnership II, L.P. (2015) 20,000,000      24,528,093           122.6% 1,428,044        28,687,814      1.23      13.8%


GCM Grosvenor - Partnership II, L.P. (2017) 30,000,000      5,270,169             17.6% 66,378             5,165,438        0.99      -16.5%


Fairview Capital III * 40,000,000      27,349,684           68.4% 1,630,828        30,730,735      1.18      11.2%


Total Private Equity Program 390,000,000    308,662,111         79.1% 182,761,569    245,240,908    1.39      12.8%


Cumulative Capital 


Called
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MLP Overview  


 


MLP Composite 


 


Managers 


 


QTR YTD 1-year 3-year 5-year 10-year


Total MLPs (Gross) 253.1$  -0.26 20.30 3.30 2.67 -3.53 -.-


Total MLPs (Net) -0.42 19.91 2.61 2.01 -4.15 -.-
    Alerian MLP Index 0.12 16.96 3.09 -0.42 -7.20 -.-


      Net of Fee Value Added vs Index -0.54 2.95 -0.48 2.43 3.05


Alerian MLP Index 0.12 16.96 3.09 -0.42 -7.20 8.21


S&P MLP Index -0.59 18.05 3.23 1.54 -6.65 8.87


Bloomberg Commodities Index -1.19 5.06 -6.75 -2.18 -9.15 -3.74


Assets Performance


(Millions)


Assets Since


(Millions) QTR YTD 1-year 3-year 5-year Inception


MLPs


Harvest Fund Advisors (Gross) 126.5$  0.28 21.72 3.54 3.02 -3.78 6.01


Harvest Fund Advisors (Net) 0.10 21.27 2.76 2.26 -4.45 5.27 Dec-11


   Alerian MLP Index + 1.5% 0.49 17.71 4.59 1.08 -5.70 2.41 Dec-11


      Net of Fee Value Added vs Objective -0.39 3.56 -1.83 1.18 1.25 2.86


   Alerian MLP Index 0.12 16.96 3.09 -0.42 -7.20 0.91 Dec-11


      Net of Fee Value Added vs Benchmark -0.02 4.31 -0.33 2.68 2.75 4.36


   Information Ratio -0.08 0.81 0.67


   Sharpe Ratio 0.02 0.05 -0.26


Atlantic Trust CIBC (Gross) 126.6$  -0.80 18.91 3.05 2.33 -3.96 6.67


Atlantic Trust CIBC (Net) -0.93 18.58 2.47 1.76 -4.49 6.09 Dec-11


   Alerian MLP Index + 1.5% 0.49 17.71 4.59 1.08 -5.70 2.41 Dec-11


      Net of Fee Value Added vs Objective -1.42 0.87 -2.12 0.68 1.21 3.68


   Alerian MLP Index 0.12 16.96 3.09 -0.42 -7.20 0.91 Dec-11


      Net of Fee Value Added vs Benchmark -1.05 1.62 -0.62 2.18 2.71 5.18


   Information Ratio -0.17 0.65 0.70


   Sharpe Ratio 0.01 0.02 -0.26


Date


Performance (%) Inception
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MLP Overview (Continued) 
 


 The Fund’s Master Limited Partnership (MLP) program is comprised of two individual managers, Harvest 
Fund Advisors and Atlantic Trust (formerly Invesco), with the mandates essentially split evenly between the 
two. For the second quarter of 2019, MLPs, as measured by the Alerian MLP Index, were down 1.9% on a 
price basis and generated a 0.1% total return when including the impact of distributions. This compares to a 
3.8% price basis and 4.3% total return for the S&P 500 Index. Crude oil weakness over the period likely 
weighed on midstream performance relative to the broader markets, but midstream demonstrated resilience 
relative to other energy subsectors with oil and gas producers and oil field service providers both falling 
significantly in Q2. 
 


Harvest Fund Advisors (MLPs) 
 Harvest Fund Advisors manages one of the Fund’s two MLP portfolios. During the second quarter the Harvest 


portfolio returned 0.10% (net of fees), about in-line with its benchmark (Alerian MLP Index) which returned 
0.12%. Since the Harvest portfolio typically has approximately anywhere from 96% to 100% of its value 
invested in energy sector MLPs, sector weighting has not historically been a meaningful source of added or 
detracted value. During the period the portfolio’s energy holdings delivered performance slightly above that 
of the benchmark. Individual stock performance was mixed during the quarter with a wide dispersion of 
returns amongst names. Several stocks surged higher during the quarter, the strongest performer being 
Buckeye Partners (+22.9%) while several other stocks faltered during the period including the portfolio’s 
second largest holding Energy Transfer Equity, which was down -6.6% for the period. Lack of an allocation 
to the utilities segment of the market (1% of the index) detracted from results as utilities posted double digit 
returns during the period. Following this quarter’s results the Harvest Fund Advisors MLP portfolio continues 
to outperform against its benchmark for the three- and five-year periods, as well as since inception (12/11)  
 


Atlantic Trust (MLPs) 
 Atlantic Trust CIBC (formerly Invesco) manages the Fund’s other MLP portfolio. During the second quarter, 


the Atlantic Trust portfolio returned -0.93% (net of fees), trailing its benchmark (Alerian MLP Index) which 
returned 0.12%. It is important to note that the Atlantic Trust portfolio (containing 24 stocks) is more 
concentrated than the Harvest portfolio (29 stocks) as well as the benchmark (40 stocks). As a result, many 
of its position sizes are relatively much larger and have a greater impact on the overall return. The portfolio’s 
performance during the period was primarily as a result of stock selection, which was confined to the energy 
segment (this is of course the dominant segment in the market space, comprising over 99% of the 
benchmark’s total asset value). The portfolio’s energy-focused MLP stocks generated a -0.82% return for the 
period trailing the respective benchmark holdings which returned -0.03%. This was driven at least in part by 
the fact that a few of the portfolio’s larger holdings were among its weakest performers during the period. 
Most notably, Energy Transfer Equity (14.2% weight), returned -6.6% in the current period. Despite this 
period’s relative performance, the portfolio continues to succeed in retaining a mix of higher quality names 
from within this segment, which has allowed it to recoup some of the relative losses it experienced elsewhere 
in the portfolio. The portfolio has a lower current yield with the expectation of slightly lower dividend growth 
over the five-year period relative to the benchmark. The Atlantic Trust MLP portfolio is outperforming against 
its benchmark for the three- and five-year periods as well as since inception (12/11)  







 
 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


Appendix: Risk Analysis
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Expected Return and Risk  
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Expected Return and Tracking Error based on Wilshire’s Asset Assumptions 


 
 The variance between the Fund’s actual asset allocation and the target allocation is a source of tracking error 


for the Fund. This “asset allocation tracking error” is currently forecasted to be 0.39% (for the one-year period) 
at quarter-end. Overweight allocations to private real estate and private equity provided the largest 
contributions to tracking error at the total fund level. 
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Manager Risk Statistics 


 


T. Rowe Price (Enhanced Index) 1 Yr 3 Yr 5 Yr 10 Yr Acadian (Int'l  Small Cap) 1 Yr 3 Yr 5 Yr 10 Yr


Standard Deviation 19.32 12.32 12.25 12.92 Standard Deviation 18.02 13.39 13.48 15.91


Standard Deviation (Index) 18.99 12.19 12.03 12.73 Standard Deviation (Index) 16.25 11.87 12.50 15.18


Sharpe Ratio 0.42 1.11 0.85 1.11 Sharpe Ratio -0.36 0.72 0.25 0.72


Sharpe Ratio (Index) 0.42 1.04 0.81 1.11 Sharpe Ratio (Index) -0.50 0.53 0.15 0.52


Excess Risk 0.90 1.12 1.09 0.99 Excess Risk 3.01 3.70 3.46 3.32


Information Ratio 0.12 0.80 0.51 0.15 Information Ratio 0.56 0.84 0.44 0.99


Systematic (Small Core) 1 Yr 3 Yr 5 Yr 10 Yr AQR (Int'l  Equity) 1 Yr 3 Yr 5 Yr 10 Yr


Standard Deviation 23.54 16.51 15.65 17.67 Standard Deviation 17.90 12.71 12.69 15.65


Standard Deviation (Index) 24.91 17.11 16.63 17.46 Standard Deviation (Index) 15.87 11.40 12.55 14.80


Sharpe Ratio -0.33 0.68 0.52 0.82 Sharpe Ratio -0.31 0.54 0.10 0.43


Sharpe Ratio (Index) -0.22 0.63 0.37 0.74 Sharpe Ratio (Index) -0.06 0.69 0.10 0.39


Excess Risk 3.71 3.74 3.79 3.52 Excess Risk 2.89 2.60 2.46 2.46


Information Ratio -0.64 0.11 0.51 0.40 Information Ratio -1.57 -0.39 0.01 0.36


Channing Capital (Small Value) 1 Yr 3 Yr 5 Yr 10 Yr Ativo (Int'l  Developed) 1 Yr 3 Yr 5 Yr 10 Yr


Standard Deviation 28.06 18.87 17.96 n/a Standard Deviation 15.40 n/a n/a n/a


Standard Deviation (Index) 23.52 17.33 16.41 n/a Standard Deviation (Index) 15.26 n/a n/a n/a


Sharpe Ratio -0.26 0.37 0.22 n/a Sharpe Ratio -0.04 n/a n/a n/a


Sharpe Ratio (Index) -0.36 0.48 0.27 n/a Sharpe Ratio (Index) -0.08 n/a n/a n/a


Excess Risk 6.33 4.87 4.53 n/a Excess Risk 2.95 n/a n/a n/a


Information Ratio 0.21 -0.26 -0.13 n/a Information Ratio 0.18 n/a n/a n/a


Redwood (Small Growth) 1 Yr 3 Yr 5 Yr 10 Yr Wellington (Global Equity) 1 Yr 3 Yr 5 Yr 10 Yr


Standard Deviation 25.88 n/a n/a n/a Standard Deviation 20.38 13.08 13.12 n/a


Standard Deviation (Index) 26.55 n/a n/a n/a Standard Deviation (Index) 17.30 11.32 11.79 n/a


Sharpe Ratio -0.07 n/a n/a n/a Sharpe Ratio 0.05 0.76 0.48 n/a


Sharpe Ratio (Index) -0.10 n/a n/a n/a Sharpe Ratio (Index) 0.19 0.89 0.44 n/a


Excess Risk 4.59 n/a n/a n/a Excess Risk 3.84 3.10 3.29 n/a


Information Ratio 0.21 n/a n/a n/a Information Ratio -0.59 -0.03 0.29 n/a


Smith Graham (Mid-Cap) 1 Yr 3 Yr 5 Yr 10 Yr Ariel (Global Equity) 1 Yr 3 Yr 5 Yr 10 Yr


Standard Deviation 26.34 n/a n/a n/a Standard Deviation 15.96 n/a n/a n/a


Standard Deviation (Index) 21.32 n/a n/a n/a Standard Deviation (Index) 17.30 n/a n/a n/a


Sharpe Ratio -0.41 n/a n/a n/a Sharpe Ratio 0.08 n/a n/a n/a


Sharpe Ratio (Index) 0.25 n/a n/a n/a Sharpe Ratio (Index) 0.19 n/a n/a n/a


Excess Risk 7.89 n/a n/a n/a Excess Risk 3.49 n/a n/a n/a


Information Ratio -1.63 n/a n/a n/a Information Ratio -0.57 n/a n/a n/a


Adelante (REIT) 1 Yr 3 Yr 5 Yr 10 Yr Acadian (Global Low Volatil ity) 1 Yr 3 Yr 5 Yr 10 Yr


Standard Deviation 16.43 12.70 13.92 15.65 Standard Deviation 12.71 9.08 n/a n/a


Standard Deviation (Index) 16.54 13.04 14.52 16.56 Standard Deviation (Index) 11.06 8.20 n/a n/a


Sharpe Ratio 0.62 0.30 0.51 0.96 Sharpe Ratio 0.61 0.80 n/a n/a


Sharpe Ratio (Index) 0.48 0.22 0.50 0.92 Sharpe Ratio (Index) 0.94 0.89 n/a n/a


Excess Risk 1.35 1.52 1.79 1.93 Excess Risk 3.59 2.89 n/a n/a


Information Ratio 1.56 0.62 -0.06 -0.13 Information Ratio -0.66 0.01 n/a n/a


Centersquare (REIT) 1 Yr 3 Yr 5 Yr 10 Yr Securian (Core Fixed Income) 1 Yr 3 Yr 5 Yr 10 Yr


Standard Deviation 16.49 n/a n/a n/a Standard Deviation 2.97 2.71 2.70 2.9


Standard Deviation (Index) 16.54 n/a n/a n/a Standard Deviation (Index) 3.28 3.03 2.94 2.89


Sharpe Ratio 0.54 n/a n/a n/a Sharpe Ratio 1.78 0.71 1.04 1.66


Sharpe Ratio (Index) 0.48 n/a n/a n/a Sharpe Ratio (Index) 1.66 0.30 0.70 1.17


Excess Risk 0.89 n/a n/a n/a Excess Risk 0.80 0.66 0.59 0.77


Information Ratio 1.00 n/a n/a n/a Information Ratio -0.18 1.50 1.26 1.78


Global Low Volatil ity


U.S. Equity Non-U.S. Equity


Global Equity


Real Estate Investment Trusts


Fixed Income (Core)Real Estate Investment Trusts







  


 Wilshire Consulting 
 Executive Summary of Performance – June 30, 2019 
 Employees’ Retirement Fund of the City of Dallas 
 


Page 33 


 


Manager Risk Statistics 
 


 
 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


Aberdeen (Core Fixed Income) 1 Yr 3 Yr 5 Yr 10 Yr


BlackRock (High Yield) 1 Yr 3 Yr 5 Yr 10 Yr Standard Deviation 3.40 3.01 2.93 3.1


Standard Deviation 6.48 4.21 5.05 5.67 Standard Deviation (Index) 3.28 3.03 2.94 2.89


Standard Deviation (Index) 6.67 4.45 5.80 6.29 Sharpe Ratio 1.58 0.43 0.71 1.30


Sharpe Ratio 0.72 1.25 0.64 1.37 Sharpe Ratio (Index) 1.66 0.30 0.70 1.17


Sharpe Ratio (Index) 0.72 1.31 0.59 1.31 Excess Risk 1.34 0.86 0.89 1.20


Excess Risk 0.46 0.51 1.67 1.38 Information Ratio -0.04 0.43 0.02 0.51


Information Ratio -0.21 -1.10 -0.11 -0.34


Garcia Hamilton (Core Fixed Income) 1 Yr 3 Yr 5 Yr 10 Yr


Oaktree (High Yield) 1 Yr 3 Yr 5 Yr 10 Yr Standard Deviation 2.49 2.34 2.84 n/a


Standard Deviation 6.82 4.56 5.58 5.78 Standard Deviation (Index) 3.28 3.03 2.94 n/a


Standard Deviation (Index) 6.67 4.45 5.80 6.29 Sharpe Ratio 1.27 0.32 0.76 n/a


Sharpe Ratio 0.48 0.99 0.46 1.23 Sharpe Ratio (Index) 1.66 0.30 0.70 n/a


Sharpe Ratio (Index) 0.72 1.31 0.59 1.31 Excess Risk 1.07 1.02 1.09 n/a


Excess Risk 0.36 0.58 0.68 1.26 Information Ratio -2.00 -0.16 0.08 n/a


Information Ratio -4.02 -2.18 -1.21 -0.84


Neuberger Berman (Credit Opps) 1 Yr 3 Yr 5 Yr 10 Yr Harvest (MLP) 1 Yr 3 Yr 5 Yr 10 Yr


Standard Deviation 5.48 4.01 n/a n/a Standard Deviation 23.93 18.21 20.39 n/a


Standard Deviation (Index) 5.13 3.64 n/a n/a Standard Deviation (Index) 20.36 16.73 19.58 n/a


Sharpe Ratio 0.91 1.28 n/a n/a Sharpe Ratio 0.02 0.05 -0.26 n/a


Sharpe Ratio (Index) 1.07 1.28 n/a n/a Sharpe Ratio (Index) 0.04 -0.11 -0.41 n/a


Excess Risk 1.21 1.16 n/a n/a Excess Risk 3.89 3.3 4.42 n/a


Information Ratio -0.41 0.40 n/a n/a Information Ratio -0.08 0.81 0.67 n/a


Atlantic Trust CIBC (MLP) 1 Yr 3 Yr 5 Yr 10 Yr


Standard Deviation 22.34 17.69 20.56 n/a


Standard Deviation (Index) 20.36 16.73 19.58 n/a


Sharpe Ratio 0.01 0.02 -0.26 n/a


Sharpe Ratio (Index) 0.04 -0.11 -0.41 n/a


Excess Risk 3.45 3.36 4.20 n/a


Information Ratio -0.17 0.65 0.70 n/a


Master Limited Partnerships


High Yield Fixed Income


Fixed Income (Core)
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 Below is a historical visualization of realized tracking error (“ex-post”) for the Employees’ Retirement Fund 
of the City of Dallas over the preceding ten years: 
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W i l s h i r e  C o n s u l t i n g


ASSET CLASS PERFORMANCE


Data sources:  Wilshire Compass Note:  Developed asset class is developed equity markets ex-U.S., ex-Canada
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U.S. Equity


The U.S. stock market was up 4.0% for the 


second quarter of 2019 and 18.66% for the year. 


This marks the strongest first half-year for U.S. 


equities in 24 years. Markets have been quite 


volatile this year as trade concerns and a 


possible global economic slowdown continue to 


sway the markets. Equity prices are also 


responding to actions and statements by the 


Federal Reserve, who has softened its monetary 


policy stance in the past few months.


Talk of what the Federal Open Market 


Committee will do at their next meeting is likely 


to dominate headlines during July. After three 


years of steady increases in the federal funds 


rate, the Fed appears to be at a pivotal moment. 


They have left the rate unchanged during 2019 


and are forecasting no changes for the second 


half of the year. The open market, however, is 


currently far more aggressive on monetary policy 


and expects two or three 0.25% reductions.


W i l s h i r e  C o n s u l t i n g


MARKET COMMENTARY


Non-U.S. Equity


Equity markets outside of the U.S. continue to 


enjoy a strong 2019. Indicators out of Europe are 


still gloomy as recent data show that the 


manufacturing sector in Germany has 


weakened. News out of Japan is also troubling 


as consumption and capital spending shows little 


or no growth. Trade negotiations between the 


U.S. and China, the world’s two largest 


economies, continue with both countries 


maintaining firm stances before the G20.


Fixed Income


The U.S. Treasury yield curve fell across all 


maturities during the quarter. The 10-year 


Treasury yield ended the quarter at 2.00%, down 


41 basis points from March. The FOMC left its 


overnight rate unchanged during the quarter at a 


range of 2.25% to 2.50%. The committee 


softened some of their messaging to indicate 


that they are at least willing to ease should 


conditions deteriorate.
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W i l s h i r e  C o n s u l t i n g


JUNE 2019 ASSET CLASS 


ASSUMPTIONS


Dev Global LT Dev ex-


US ex-US Emg ex-US Global Private Core Core High US Bond US Global Private Real US


Stock Stock Stock Stock Stock Equity Cash Bond Bond TIPS Yield (Hdg) RES RES RE Cmdty Assets CPI


COMPOUND RETURN (%) 6.00 6.50 6.50 6.75 6.45 8.35 1.90 3.05 3.45 2.00 4.30 0.90 5.05 5.25 6.55 3.60 5.80 1.70


ARITHMETIC RETURN (%) 7.30 7.95 9.45 8.35 7.75 11.70 1.90 3.20 3.90 2.20 4.75 0.95 6.40 6.40 7.45 4.65 6.15 1.70


EXPECTED RISK (%) 17.00 18.00 26.00 18.80 17.05 28.00 1.25 5.15 9.85 6.00 10.00 3.50 17.00 15.80 14.00 15.00 8.75 1.75


CASH YIELD (%) 2.00 3.50 2.50 3.25 2.55 0.00 1.90 3.30 4.50 2.80 7.55 1.60 3.75 3.75 2.55 1.90 2.50 0.00


CORRELATIONS


US Stock 1.00


Dev ex-US Stock (USD) 0.81 1.00


Emerging Mkt Stock 0.74 0.74 1.00


Global ex-US Stock 0.83 0.96 0.86 1.00


Global Stock 0.94 0.92 0.82 0.94 1.00


Private Equity 0.74 0.64 0.62 0.67 0.74 1.00


Cash Equivalents -0.05 -0.09 -0.05 -0.08 -0.07 0.00 1.00


Core Bond 0.28 0.13 0.00 0.09 0.20 0.31 0.19 1.00


LT Core Bond 0.31 0.16 0.01 0.12 0.23 0.32 0.11 0.93 1.00


TIPS -0.05 0.00 0.15 0.05 0.00 -0.03 0.20 0.60 0.47 1.00


High Yield Bond 0.54 0.39 0.49 0.45 0.51 0.34 -0.10 0.25 0.32 0.05 1.00


Dev ex-US Bond (Hdg) 0.16 0.25 -0.01 0.18 0.18 0.26 0.10 0.67 0.66 0.39 0.26 1.00


US RE Securities 0.59 0.47 0.44 0.49 0.56 0.50 -0.05 0.17 0.23 0.10 0.56 0.05 1.00


Global RE Securities 0.65 0.59 0.56 0.62 0.66 0.58 -0.05 0.17 0.22 0.11 0.62 0.03 0.94 1.00


Private Real Estate 0.54 0.44 0.44 0.47 0.52 0.51 -0.05 0.19 0.25 0.09 0.57 0.05 0.77 0.76 1.00


Commodities 0.25 0.34 0.39 0.38 0.32 0.27 0.00 -0.02 -0.02 0.25 0.29 -0.10 0.25 0.28 0.25 1.00


Real Assets 0.42 0.43 0.50 0.48 0.47 0.43 0.01 0.24 0.25 0.41 0.53 0.06 0.65 0.69 0.69 0.59 1.00


Inflation (CPI) -0.10 -0.15 -0.13 -0.15 -0.13 -0.10 0.10 -0.12 -0.12 0.15 -0.08 -0.08 0.05 0.03 0.05 0.44 0.26 1.00


EQUITY FIXED INCOME REAL ASSETS


Real Estate
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W i l s h i r e  C o n s u l t i n g


ECONOMIC REVIEW


Data sources:  Bureau of Labor Statistics, U.S. Treasury, University of Michigan, Institute for Supply Management, Bureau of Economic Analysis


AS OF JUNE 30, 2019


CPI (ALL ITEMS)


SEASONALLY ADJUSTED Jun-19 0.1 3-Mo. 0.5


May-19 0.1 12-Mo. 1.7


Apr-19 0.3 10-Yr. (Annual) 1.7


BREAKEVEN INFLATION 10-Yr. 1.7


CONSUMER SENTIMENT Jun-19 98.2


U. OF MICHIGAN SURVEY May-19 100.0


1-Yr. Ago 98.2 10-Yr. Avg 84.2


MANUFACTURING Jun-19 51.7


INST. FOR SUPPLY MGMT May-19 52.1 >50 Expansion


PURCHASING MNGRS' IDX 1-Yr. Avg. 56.0 <50 Contraction


Note:  Seasonally adjusted CPI data is utilized to better reflect short-term pricing activity.


           June/2019 CPI is based on Federal Reserve of Philadelphia Survey of Professional Forecasters


MONTHLY CHANGE CUMULATIVE CHANGE


KEY ECONOMIC INDICATORS
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• Surveys provide up-to-date proxy 


for economic activity


• Business activity continues to grow 


but has slowed; Consumer 


confidence proxies future demand


• Rate-sensitive sectors are slowing


W i l s h i r e  C o n s u l t i n g


SIGNS OF SLOWING


Data sources:  Institute for Supply Management, University of Michigan, National Association of Home Builders
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Text


W i l s h i r e  C o n s u l t i n g


RISK MONITOR


Data sources:  Federal Reserve, Bloomberg Barclays
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W i l s h i r e  C o n s u l t i n g


U.S.  EQUITY MARKET


Data sources:  Wilshire Compass, Wilshire Atlas


AS OF JUNE 30, 2019 QTR YTD 1 YR 3 YR 5 YR 10 YR


WILSHIRE 5000 INDEX 4.0 18.7 9.1 14.0 10.3 14.7


WILSHIRE U.S. LARGE CAP 4.2 18.7 10.4 14.3 10.7 14.7


WILSHIRE U.S. SMALL CAP 2.0 17.9 -1.9 11.6 7.0 14.6


WILSHIRE U.S. LARGE GROWTH 4.7 21.1 10.0 18.1 12.4 15.7


WILSHIRE U.S. LARGE VALUE 3.8 16.7 10.7 10.7 9.0 13.6


WILSHIRE U.S. SMALL GROWTH 3.9 20.9 1.1 15.4 7.6 15.0


WILSHIRE U.S. SMALL VALUE 0.3 14.9 -4.7 7.9 6.3 14.0


WILSHIRE REIT INDEX 1.6 17.9 10.5 4.1 7.8 15.7


MSCI USA MIN. VOL. INDEX 5.5 18.6 18.0 11.8 12.3 14.6


FTSE RAFI U.S. 1000 INDEX 3.5 16.2 6.2 11.5 8.3 14.7
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Higher quality names led the market during the second quarter


W i l s h i r e  C o n s u l t i n g


RETURNS BY QUALITY SEGMENT


Data sources:  Wilshire Atlas
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Text


W i l s h i r e  C o n s u l t i n g


NON-U.S.  GROWTH AND INFLATION


Data sources:  Bloomberg
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W i l s h i r e  C o n s u l t i n g


NON-U.S.  EQUITY MARKET


Data sources:  Wilshire Compass


AS OF JUNE 30, 2019 QTR YTD 1 YR 3 YR 5 YR 10 YR


MSCI ACWI EX-US ($G) 3.2 14.0 1.8 9.9 2.6 7.0


MSCI EAFE ($G) 4.0 14.5 1.6 9.6 2.7 7.4


MSCI EMERGING MARKETS ($G) 0.7 10.8 1.6 11.1 2.9 6.2


MSCI FRONTIER MARKETS ($G) 4.9 12.1 5.2 8.7 -0.4 5.5


MSCI ACWI EX-US GROWTH ($G) 4.6 17.5 3.0 10.2 4.4 8.0


MSCI ACWI EX-US VALUE ($G) 1.9 10.5 0.6 9.6 0.9 6.0


MSCI ACWI EX-US SMALL ($G) 1.4 11.9 -5.5 8.3 3.2 9.0


MSCI ACWI MINIMUM VOLATILITY 4.3 14.8 13.7 9.4 9.5 12.0


MSCI EAFE MINIMUM VOLATILITY 3.1 11.4 5.5 7.2 5.8 9.2


FTSE RAFI DEVELOPED EX-US 2.4 11.3 -1.5 10.2 1.7 6.9


MSCI EAFE LC (G) 3.1 14.2 2.7 10.3 6.4 8.8
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W i l s h i r e  C o n s u l t i n g


U.S.  FIXED INCOME


Data sources:  Wilshire Compass, Bloomberg Barclays, U.S. Treasury
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TREASURY YIELD CURVE


Current Quarter Previous Quarter One Year Ago


AS OF JUNE 30, 2019 YTM DURATION QTR YTD 1 YR 3 YR 5 YR 10 YR


BLOOMBERG BARCLAYS AGGREGATE 2.5 5.7 3.1 6.1 7.9 2.3 3.0 3.9


BLOOMBERG BARCLAYS TREASURY 1.9 6.4 3.0 5.2 7.3 1.3 2.5 3.0


BLOOMBERG BARCLAYS GOV'T-REL. 2.6 5.6 3.0 6.2 7.9 2.5 2.9 3.5


BLOOMBERG BARCLAYS SECURITIZED 2.7 3.3 2.0 4.3 6.4 2.1 2.6 3.5


BLOOMBERG BARCLAYS CORPORATE 3.2 7.6 4.5 9.9 10.7 3.9 4.1 6.1


BLOOMBERG BARCLAYS LT G/C 3.3 15.6 6.6 13.5 13.8 3.8 5.7 7.6


BLOOMBERG BARCLAYS LT TREASURY 2.5 18.0 6.0 11.0 12.3 1.3 5.7 6.5


BLOOMBERG BARCLAYS LT GOV't-REL. 3.8 12.5 5.5 12.5 13.2 4.4 5.5 7.5


BLOOMBERG BARCLAYS LT CORP. 4.0 14.2 7.2 15.8 15.2 5.5 5.8 8.5


BLOOMBERG BARCLAYS U.S. TIPS * 1.9 7.6 2.9 6.1 4.8 2.1 1.8 3.6


BLOOMBERG BARCLAYS HIGH YIELD 6.3 3.2 2.5 9.9 7.5 7.5 4.7 9.2


TREASURY BILLS 2.1 0.25 0.6 1.2 2.3 1.4 0.9 0.5


* Yield and Duration statistics are for a proxy index based on similar maturity, the Bloomberg Barclays U.S. Treasury 7-10 Year Index
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• Federal Reserve maintained their forecast for rate increases for 2019 at zero


• Markets are far more dovish, expecting rate decreases to equal ~ 0.75% in 2019


W i l s h i r e  C o n s u l t i n g


SHORT-TERM RATES


Data sources:  U.S. Treasury, J.P. Morgan
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• Federal Reserve began their balance sheet normalization program during October 2017; 


targeting $10B in reductions per month while increasing to $50B per month in Q4 2018


• Fed stated in early January that future reductions will be data dependent; total reductions so far 


equal $640 billion


W i l s h i r e  C o n s u l t i n g


FED BALANCE SHEET


Data sources:  Federal Reserve
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W i l s h i r e  C o n s u l t i n g


NON-U.S.  FIXED INCOME


Data sources:  Wilshire Compass, Bloomberg Barclays, Federal Reserve Bank of St. Louis


AS OF JUNE 30, 2019 QTR YTD 1 YR 3 YR 5 YR 10 YR


DEVELOPED MARKETS


BLMBRG BRCLYS GLBL AGGREGATE xUS 3.4 5.0 4.1 1.0 -0.1 2.1


BLMBRG BRCLYS GLBL AGGREGATE xUS * 2.8 5.8 7.6 3.3 4.4 4.4


BLMBRG BRCLYS GLOBAL INF LNKD xUS 1.8 6.2 2.9 3.0 0.8 3.7


BLMBRG BRCLYS GLOBAL INF LNKD xUS * 2.9 7.4 8.0 5.4 6.7 6.3


EMERGING MARKETS (HARD CURRENCY)


BLMBRG BRCLYS EM USD AGGREGATE 3.8 9.4 10.9 5.0 4.6 7.7


EMERGING MARKETS (FOREIGN CURRENCY)


BLMBRG BRCLYS EM LOCAL CURR. GOV'T 3.4 5.9 8.2 3.7 0.3 4.2


BLMBRG BRCLYS EM LOCAL CURR. GOV'T * 2.8 5.0 8.3 3.1 3.3 3.7


EURO vs. DOLLAR 1.4 -0.4 -2.5 0.8 -3.6 -2.1


YEN vs. DOLLAR 2.7 1.8 2.8 -1.6 -1.2 -1.1


POUND vs. DOLLAR -2.3 -0.1 -3.6 -1.6 -5.7 -2.5


* Returns are reported in terms of local market investors, which removes currency effects.
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W i l s h i r e  C o n s u l t i n g


GLOBAL INTEREST RATES


Data sources:  Bloomberg


Much of Europe and Japan exhibit negative rates; Long rates are down globally during the 


past six months
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W i l s h i r e  C o n s u l t i n g


HIGH YIELD BOND MARKET


Data sources:  Wilshire Compass, Bloomberg Barclays


AS OF JUNE 30, 2019 QTR YTD 1 YR 3 YR 5 YR 10 YR


BLOOMBERG BARCLAYS HIGH YIELD 2.5 9.9 7.5 7.5 4.7 9.2


CREDIT SUISSE LEVERAGED LOAN 1.6 5.4 4.1 5.4 3.9 6.3


HIGH YIELD QUALITY DISTRIBUTION WEIGHT


Ba U.S. HIGH YIELD 47.0% 3.1 10.5 9.8 6.6 5.2 8.8


B U.S. HIGH YIELD 39.5% 2.7 10.1 7.7 7.6 4.3 8.3


Caa U.S. HIGH YIELD 12.4% 0.3 7.5 0.1 8.9 4.3 10.5


Ca to D U.S. HIGH YIELD 0.8% -1.8 15.4 -6.3 19.4 -8.0 4.4


Non-Rated U.S. HIGH YIELD 0.2% 1.2 4.8 4.5 4.8 -1.4 6.8
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W i l s h i r e  C o n s u l t i n g


REAL ASSETS


Data sources:  Wilshire Compass, National Council of Real Estate Investment Fiduciaries


AS OF JUNE 30, 2019 QTR YTD 1 YR 3 YR 5 YR 10 YR


BLOOMBERG BARCLAYS U.S. TIPS 2.9 6.1 4.8 2.1 1.8 3.6


BLOOMBERG COMMODITY INDEX -1.2 5.1 -6.8 -2.2 -9.1 -3.7


WILSHIRE GLOBAL RESI INDEX 1.5 16.7 9.9 5.3 6.5 13.2


NCREIF ODCE FUND INDEX 1.0 2.4 6.4 7.6 9.8 9.9


NCREIF TIMBERLAND INDEX 1.0 1.2 2.9 3.3 4.6 4.0


ALERIAN MLP INDEX (OIL & GAS) 0.1 17.0 3.1 -0.4 -7.2 8.2
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W i l s h i r e  P r i v a t e  M a r k e t s


PRIVATE EQUITY – FUNDRAISING 


& INVESTMENT ACTIVITY


Source: Preqin, as of June 30, 2019.
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W i l s h i r e  P r i v a t e  M a r k e t s


PRIVATE EQUITY – PRICING & 


VALUATIONS


Source: S&P LBO; PitchBook, *as of June 30, 2019.
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W i l s h i r e  P r i v a t e  M a r k e t s


U.S.  INVESTMENT ACTIVITY BY 


DEAL SIZE


• Deal volume continues to be dominated by lower middle market deals with investment sizes below


$100 million through the second quarter of 2019


• However, deals with below $100 million check sizes comprised only 9% of all deal volume by


amount of capital invested in the second quarter of 2019


Source: PitchBook, *as of June 30, 2019.
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W i l s h i r e  P r i v a t e  M a r k e t s


PRIVATE CAPITAL DRY POWDER


Source: Preqin, as of *July 1, 2019.


• Global private capital dry powder continues to increase, topping $2 trillion across all fund types


• Private equity comprises just under 60% of total dry powder in the market as of Q2 2019
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W i l s h i r e  P r i v a t e  M a r k e t s


PRIVATE EQUITY - U.S.  DEBT 


MARKETS


Source: S&P LBO, as of *June 30, 2019.


• 2019 began with approximately $45 billion in loan volume and is on pace to once again increase


year-over-year through the first quarter of 2019


• As debt capital becomes less available, the percentage of debt used to finance leveraged buyouts


of less than $50 million of EBITDA through the second quarter of 2019 has dropped from 2018
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W i l s h i r e  P r i v a t e  M a r k e t s


PRIVATE EQUITY - U.S.  LBO 


PURCHASE PRICE MULTIPLES


• Due to the amount of equity that is readily available, purchase price multiples for U.S. LBOs have


risen slightly through Q2 2019 relative to 2018 levels.


Source: S&P LBO, as of *June 30, 2019.
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W i l s h i r e  P r i v a t e  M a r k e t s


PRIVATE REAL ESTATE –


FUNDRAISING ACTIVITY


Source: Preqin, as of June 30, 2019.
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W i l s h i r e  C o n s u l t i n g


COMMERCIAL PROPERTY


Data sources:  CB Richard Ellis
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W i l s h i r e  P r i v a t e  M a r k e t s


UNLISTED INFRASTRUCTURE –


FUNDRAISING & INVESTMENT ACTIVITY


Source: Preqin, as of  June 30, 2019.
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W i l s h i r e  C o n s u l t i n g


TIMBER


Data sources:  Forest Investment Associates
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W i l s h i r e  C o n s u l t i n g


HEDGE FUND PERFORMANCE


Data sources:  Wilshire Compass


AS OF JUNE 30, 2019 QTR YTD 1 YR 3 YR 5 YR 10 YR


DJ CS HEDGE FUND INDEX 2.3 6.4 2.5 4.3 2.4 5.0


EVENT DRIVEN 2.4 7.5 1.9 4.9 0.3 4.7


GLOBAL MACRO 4.6 7.3 5.2 4.8 3.0 5.2


LONG/SHORT EQUITY 1.2 6.7 1.1 5.5 3.4 5.7


MULTI-STRATEGY 2.1 5.2 2.2 4.9 4.4 6.9


WILSHIRE 5000 4.0 18.7 9.1 14.0 10.3 14.7


MSCI ACWI EX-US ($G) 3.2 14.0 1.8 9.9 2.6 7.0


BLOOMBERG BARCLAYS AGGREGATE 3.1 6.1 7.9 2.3 3.0 3.9


DOW JONES UBS COMMODITY -1.2 5.1 -6.8 -2.2 -9.1 -3.7
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W i l s h i r e  C o n s u l t i n g


What  are they?
• 144A securities are private placement or restricted securities that are not 


registered with the SEC
• In order to avoid registration, these securities must comply with the 


standards of the SEC’s Rule 144A
• Rule 144A is an exemption from the registration requirements of Section 


5 of the Securities Act of 1933, allowing for “private resales of securities 
to institutions”


• Although a resale exemption, 144A is most frequently used for 
institutional private placements of debt and asset-backed securities


• The purchaser of 144A securities must be a Qualified Institutional Buyer 
(“QIB)


• A QIB must have a minimum of $100 million in assets ben  eligible 
purchaser


• Most large institutional investors qualify as a QIB
• Institutional investors who are QIBs can trade the 144A securities 


amongst themselves, but “retail” investors (the public) are not permitted 
to purchase them
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W i l s h i r e  C o n s u l t i n g


Growing Popular i ty
The makeup of the high yield universe has morphed to one with a much higher percentage of 144a issuance. 


The majority of new issuances in the high yield fixed income market have been in the form of 144A securities
• As a result, the current percentage of 144A securities represented in the high yield market has grown to 


approximately 37%
Advantages for issuers:


• Avoid the time consuming regulatory process required by the SEC for registered securities
This often takes months to complete


• Allow issuers to issue debt quickly when rates become attractive
Increasing number of “144A for life” issues without registration rights


• Market has been accepting of the issuance
• Potential yield disadvantage to issuer trades off well against costly and lengthy registration process


Source: JP Morgan
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W i l s h i r e  C o n s u l t i n g


L iqu id i ty
Since its adoption, Rule 144A has greatly 
increased the liquidity of the securities 
affected. This is because the institutions can 
now trade these formerly restricted 
securities amongst themselves, thereby 
eliminating the restrictions that are imposed 
to protect the public. 


Historically, limits on the weight of 144a 
holdings were driven by concerns over 
liquidity.  Concern in this regard has abated 
as the turnover for 144a securities 
essentially equals that of registered bonds.
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ALPHA measures the idiosyncratic return 
relative to a market after adjusting for Beta


• Complements Beta (should be 
uncorrelated)


• Less stable than Beta


• More expensive


BETA measures the systematic exposure 
of an asset or portfolio relative to the 
market


• Asset allocation process remains the 
most important investment decision


• More stable


• Inexpensive


W i l s h i r e  C o n s u l t i n g


ACTIVE VS. PASSIVE 1.0


ALPHA


BETA
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W i l s h i r e  C o n s u l t i n g


GROWTH IN PASSIVE SHARE


Source: Morningstar
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Success of active 
management, measured by 
information ratio (excess 
return over excess risk), is 
generally higher in less-efficient 
markets and in low excess risk 
(tracking error) strategies


Information ratios tend to fall 
as:


• Investment shifts towards 
highly efficient markets


• Investment shifts towards 
high tracking error 
strategies


W i l s h i r e  C o n s u l t i n g


LIKELY SUCCESS OF ACTIVE 
MANAGEMENT


Highly Efficient


Inefficient


Low TE High TE


Inefficient
Low 
TE


High 
TE


Highly 
Efficient
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W i l s h i r e  C o n s u l t i n g


MARKET EFFICIENCY
INVESTMENT CATEGORY MARKET OBSERVATIONS


EQUITY
U.S. Large Cap Highly Efficient
U.S. Small Cap Moderately Efficient
Non U.S. Developed Markets Moderately Efficient
Non U.S. Emerging Markets Inefficient


FIXED INCOME
Core Bonds Moderately Efficient
High Yield Inefficient – But it’s been tough!!


ALTERNATIVE
Commodities Inefficient
Public Real Estate Moderately Efficient
Private Real Estate Active Only
Private Equity Active Only
Hedge Funds Inefficient
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W i l s h i r e  C o n s u l t i n g


ALPHA
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W i l s h i r e  C o n s u l t i n g


INFORMATION RATIO
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Conclusions:
Most Investors have a mix of active AND passive strategies


W i l s h i r e  C o n s u l t i n g


ACTIVE VS. PASSIVE MANAGEMENT


Source: Greenwich Associates Market Trends Report (2017)
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U.S. Equity
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Passive
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Implementation by U.S. Institutional Investors
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W i l s h i r e  C o n s u l t i n g


ACTIVE VS. PASSIVE 2.0


ALPHA


BETA


TRUE 
ALPHA


RISK 
PREMIA


SMART
BETA


BETA


Incremental return from true active management
• Idiosyncratic return through security selection
• Opportunistic timing of market dislocation
• Based on proprietary research, models, insight


Alternative exposure to asset class based 
on return-driver factors
• Systematic access to desired factors
• Persistent risk premium over long-term
• Utilize easily accessible public data


Asset class return / Passive 
index investment return
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W i l s h i r e  C o n s u l t i n g


EXAMPLE:  WHAT’S UP (OR DOWN) WITH HY?


Source: Wilshire Compass


Universe Compression
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W i l s h i r e  C o n s u l t i n g


EXAMPLE:  SECULAR SPREAD ENVIRONMENT


Source: Wilshire Compass


Spread Tightening
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• Declining fees for investment management, with trends likely to continue


• Rise of smart beta/factor products


• Growing prevalence of incentive fees?


W i l s h i r e  C o n s u l t i n g


FEE COMPRESSION


Expense ratios of actively managed and index mutual funds
Percent, 1996 – 2017


Source: Investment Company Institute – “Trends in the Expenses and Fees of Funds, 2017”
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• Economics of scale


• Minimal differentiation among index fund providers


• Risk of significant idiosyncratic event at a very large firm (e.g. cyber security breach)


• “Too Big To Fail”; systemically important financial institutions?


W i l s h i r e  C o n s u l t i n g


ASSET MANAGER CONCENTRATION


Source: Federal Reserve Board “The Shift from Active to Passive Investing: Potential Risks to Financial Stability?” (2018)


Overall Market 
Share (%)*


Passive Fund 
AUM


March 2018
($bn)


March
1999


March
2018


Vanguard 11 23 3,404
BlackRock 0 8 1,410
State Street 0 3 613
Fidelity 14 9 422
Charles Schwab 0 1 174


* Asset manager’s market share for all (actively and passively) managed mutual funds and ETFs
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W i l s h i r e  C o n s u l t i n g


IMPACTS ON FINANCIAL STABILITY


Source: Federal Reserve Board “The Shift from Active to Passive Investing: Potential Risks to Financial Stability?” (2018)


Risk Type Description
Impact of Active-
Passive Shift on 


Financial Stability
Liquidity
Transformation and 
Redemption


Funds redeem daily in cash regardless of 
portfolio liquidity; investor flows respond 


pro-cyclically to performance


Reduces


Investing Strategies
that Amplify Volatility


Leveraged and inverse exchange-traded 
products require high-frequency 


momentum trades, even in the absence of 
flows


Increases


Asset Management
Industry Concentration


Passive asset managers are more 
concentrated than active ones, so the shift 


to passive increases concentration


Increases


Changes in Asset 
Valuations, Volatility, 
and Co-movement


Index inclusion effects: assets added to 
indexes experience changes in returns and 


liquidity, including greater co-movement


Unclear
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• The future is likely to see three branches 
of investment management co-evolve 
alongside one another


• Each branch is supported by different 
structural tailwinds, and each faces its 
own set of challenges


• Technology will continue to play (an 
increasingly) central role, ushering forth 
both new products and tools for 
understanding capital markets


• Lower fees and increased transparency 
benefit all investors


W i l s h i r e  C o n s u l t i n g


ACTIVE VS. PASSIVE 3.0


Index
Funds


Smart Beta
Factor 


Investing
Risk Premia


Pure
Alpha
Funds


Investment 
Management


No longer a binary choice
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Active vs. Passive 1.0:  The debate is over


• Asset classes vary 


• Most investors have a mix of active and passive


Active vs. Passive 2.0:  It’s all about risk management


• Alpha has been redefined


• Have a deeper understanding of the drivers of performance and risk


Active vs. Passive 3.0: More products, more technology, but more volatility?


• Passive products will continue to grow market share, increasing liquidity and 
transparency, and putting increased pressure on active management fees


• However, volatility and concentration could also increase (over the long-term)


• We’ve already moved from 2 to 3 categories – (Passive, Smart/Beta, Active) and 
new technology will continue to bring new products


W i l s h i r e  C o n s u l t i n g


PUTTING IT ALL TOGETHER
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W i l s h i r e  C o n s u l t i n g


IMPORTANT INFORMATION
This material contains confidential and proprietary information of Wilshire Consulting, a business unit of Wilshire
Associates Incorporated (Wilshire) and is intended for the exclusive use of the person to whom it is provided. It may
not be disclosed, reproduced or redistributed, in whole or in part, to any other person or entity without prior written
permission from Wilshire. Third party information contained herein has been obtained from sources believed to be
reliable. Wilshire gives no representations or warranties as to the accuracy of such information, and accepts no
responsibility or liability (including for indirect, consequential or incidental damages) for any error, omission or
inaccuracy in such information and for results obtained from its use. Information and opinions are as of the date
indicated, and are subject to change without notice.


Past performance is not indicative of future results. This material is intended for informational purposes only and
should not be construed as legal, accounting, tax, investment, or other professional advice.


This report may include estimates, projections and other "forward-looking statements." Forward-looking statements
represent Wilshire's current beliefs and opinions in respect of potential future events. These statements are not
guarantees of future performance and undue reliance should not be placed on them. Such forward-looking statements
necessarily involve known and unknown risks and uncertainties, which may cause actual events, performance and
financial results to differ materially from any projections. Forward-looking statements speak only as of the date on
which they are made and are subject to change without notice. Wilshire undertakes no obligation to update or revise
any forward-looking statements.


Wilshire® is a registered service mark of Wilshire Associates Incorporated, Santa Monica, California. All other trade
names, trademarks, and/or service marks are the property of their respective holders.


Copyright © 2019 Wilshire Associates Incorporated. All rights reserved.
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BACKGROUND: 
THE ROLE OF HEDGE FUNDS


W i l s h i r e  C o n s u l t i n g


“Hedge Funds” are not an asset class


• Wilshire views hedge funds as a dynamic implementation tool used to achieve portfolio objectives, 
rather than a separate asset class


• Hedge funds are not homogenous and have varying levels of directionality, risk, and liquidity


• Manager structuring and selection is highly dependent on investor objectives, risk tolerances, and 
governance capabilities


Therefore…


• Instead of “hedge funds”, we prefer the term, marketable alternatives


− Benchmark agnostic strategies and/or funds with investment lives of < 5 years


• Instead of building a diversified portfolio of hedge fund investments (typical mentality), let’s invest in 
a diversified set of strategies to achieve one or more outcomes which are integrated and consistent 
with the asset allocation policy: 


− Drive returns (Growth)
− Hedge downside risks (Diversifiers) 
− Protect against inflation (Real Assets)
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DEFINING STRATEGY GROUPS
Wilshire recommends segregating the hedge fund universe of strategies into Directional and 
Diversifying groups


Directional Alternatives
• Strategies that tend to be directionally long risk assets and exhibit higher equity correlations 


than the global hedge fund index, though some may exhibit lower beta
• Allocations compete with traditional assets in broader portfolio
• Organized into Equity, Credit, and Multi-Asset Class categories


Diversifying Alternatives
• Strategies that rely on relative value opportunities, dynamic directional exposures, or specific 


market inefficiencies to generate returns.
• Generally low beta AND low equity correlations


• Low beta/correlation does not necessarily indicate low risk
• Designed to diversify versus Policy over most rolling periods > one year
• Organized into Capital Preservation, Relative Value Arbitrage, Low Correlated Yield, and 


Dynamic Correlation categories


W i l s h i r e  C o n s u l t i n g
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D IRECT IONAL AND D IVERSIFY ING CHARACTERIST ICS


To provide context around the risk characteristics of the Directional and Diversifying segments, the 
chart below shows the historical drawdowns of the S&P 500 Total Return Index from January 1, 
2008 to December 31, 2018.


• In addition, the Wilshire Directional and Diversifying groups are also depicted to illustrate 
the different downside characteristics of each index relative to equities.


W i l s h i r e  C o n s u l t i n g


Drawdown Analysis: Jan 2008 – Dec 2018
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• The tables below provide the total return experiences of the S&P 500 Index, Barclays Global 
Aggregate Bond Index, Wilshire “Directional” group, and Wilshire “Diversifying” group during 
various time periods. Wilshire selected three bear market or challenging periods for equity 
markets, as well as three bull market or distinct positive periods. 


• As the tables illustrate, the “Directional” group captures a significant portion of upside 
performance in positive equity market environments while preserving capital in periods of 
challenging equity market returns. The returns of the “Diversifying” group, as its title suggests, 
are essentially flat during the selected periods of negative equity market returns, yet the index 
also captures a portion of the upside during positive periods for equities. As we will reiterate 
shortly, manager selection is still a primary component of expected performance, and these 
groups only serve as very broad indicators of the different marketable alternative strategies 
available to investors.


W i l s h i r e  C o n s u l t i n g


DIRECTIONAL vs.  DIVERSIFYING
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• The chart below illustrates the role of the HFRI “Directional” and “Diversifying” strategies within a simple 60/40 portfolio of equities 
and bonds. We have also included the traditional HFRI strategy indices for comparative purposes. More technically, the Y-axis 
within the chart represents Wilshire’s proprietary upside capture score when the policy benchmark is positive, while the X-axis 
represents Wilshire’s proprietary downside protection score when the policy benchmark is negative. The size of each circle within 
the chart represents the Sharpe Ratio of that index; the larger the circle, the higher the Sharpe Ratio. 


• As the chart indicates, the “Diversifying” group represents a defensive portfolio of investments relative to a traditional portfolio of 
60% U.S. stocks and 40% global bonds. In addition, the “Diversifying” group provides greater downside protection than both the 
HFRI Relative Value and HFRI Macro indices while generating an attractive Sharpe Ratio. Concurrently, the “Directional” group
delivers greater upside capture than both the HFRI Equity Hedge and HFRI Event Driven indices while offering greater downside
protection than the HFRI Equity Hedge Index. 


W i l s h i r e  C o n s u l t i n g


INTEGRATION
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• While reclassifying alternative investment strategies based on anticipated portfolio roles should 
clarify investment expectations, even those classifications can be quite broad. As a result,
manager selection is critical to success regardless of the investment framework employed. 
In conjunction with individual strategy classifications according to their expected roles, Wilshire has 
developed and maintains a proprietary Marketable Alternatives Focus List of highly rated 
strategies. This list, which serves as a menu of evaluated funds/vehicles, is categorized within 
Wilshire’s Directional/Diversifying framework for consistency. As such, the Focus List framework 
marries traditional strategy categories with descriptions of each strategy’s intended role. The 
framework is illustrated below with one or more strategies/funds supporting each of the italicized 
categories. 


W i l s h i r e  C o n s u l t i n g


MANAGER SELECTION
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• While the hedge fund industry has progressed to become a seemingly complex universe of various 
structures and strategies, Wilshire has developed a simple, integrated investment framework to 
capitalize on the breadth of alternative investments available to our clients. Marketable Alternatives 
can serve various roles within a broader portfolio, such as a driver of portfolio returns or a hedge 
against multiple risk factors. We believe alternative investments are a key component to a 
diversified portfolio, and Wilshire’s Directional/Diversifying framework provides flexibility and 
access to alternatives for a wide array of investor types and sizes. 


W i l s h i r e  C o n s u l t i n g


CONCLUSION
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This material contains confidential and proprietary information of Wilshire Associates Incorporated (Wilshire), and is 
intended for the exclusive use of the person to whom it is provided. It may not be disclosed, reproduced or 
redistributed, in whole or in part, to any other person or entity without prior written permission from Wilshire. Third 
party information contained herein has been obtained from sources believed to be reliable. Wilshire gives no 
representations or warranties as to the accuracy of such information, and accepts no responsibility or liability 
(including for indirect, consequential or incidental damages) for any error, omission or inaccuracy in such 
information and for results obtained from its use. Information and opinions are as of the date indicated, and are 
subject to change without notice.


This material is intended for informational purposes only and should not be construed as legal, accounting, tax, 
investment, or other professional advice.


This report may include estimates, projections and other "forward-looking statements." Due to numerous factors, 
actual events may differ substantially from those presented.


Wilshire® is a registered service mark of Wilshire Associates Incorporated, Santa Monica, California. All other trade 
names, trademarks, and/or service marks are the property of their respective holders.


Copyright © 2019 Wilshire Associates Incorporated. All rights reserved.


W i l s h i r e  C o n s u l t i n g


IMPORTANT INFORMATION
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• Private equity is any investment representing an ownership interest where there is no readily 
tradable or public market.


W i l s h i r e  C o n s u l t i n g


WHAT IS PRIVATE EQUITY?


CHARACTERISTICS PUBLIC EQUITY PRIVATE EQUITY


AVAILABLE INVESTMENTS • Approximately 63,000 companies 
worldwide (Bloomberg).


• 65,000,000 private companies worldwide 
(Hoovers).


INVESTMENT SECURITY • Minority equity participant with limited 
control or influence.


• Often control equity ownership, but in 
some cases  various debt positions are 
available.


BUSINESS CYCLE ACCESS • Typically only mature or growth 
businesses are eligible to be public.


• Availability to invest in any phase of the 
business life cycle (seed investments 
through distressed).


BARRIER TO ACCESS • Can be accessed through any registered 
broker.


• Invitation only (available only to qualified 
investors as defined by the Securities Act 
of 1933).


LIQUIDITY • Often provide for daily liquidity options.
• Return of capital investment and returns 


over 10-12 year period, with no 
discretionary liquidity option. 


VALUATIONS • Daily valuations based on market pricing.
• Quarterly valuations on unrealized 


investments and available market pricing 
on divestitures.


RETURNS • Historical average return expectations of 
6-8.5% with a mean of 8%¹.


• Current average return expectations of 
12%-17% with a median of 15%¹.


¹J.P. Morgan Asset Management Long Term Capital Market Return Assumptions
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W i l s h i r e  C o n s u l t i n g


PRIVATE EQUITY INVESTMENTS 
DURING COMPANY LIFECYCLE


Buyouts


Growth 
Capital


Venture 
Capital


Distressed/ 
Turnaround


Maturity of Cash Flows


C
om


pa
ny


 S
iz


e


Illiquid investments in high-potential, high-risk 
businesses. Generally minority equity interests in 
young, rapidly growing companies with the 
potential to become large, public companies.


Equity and equity-like investments in 
public or private companies with 
sustainable businesses. Capital is 
used to expand operations 
meaningfully.


Equity and equity-like investments in public or privately-
owned companies utilizing leverage, or borrowed funds, to 


purchase a significant portion or majority control of a 
company.


Investments in debt 
securities of a firm that 
has declared or is about 
to declare bankruptcy. 
Investment strategies 
include workouts and 
turnarounds.
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VENTURE 
CAPITAL GROWTH EQUITY BUYOUT DISTRESSED


Portfolio Company 
Stage Early-Late Expansion Mature Little to no growth


Revenues None / Low but 
growing Substantial growth Self-sustaining Mature and eroding


Number of Fund 
Investors Multiple One or multiple One or multiple One or multiple


Management 
Involvement Moderate-Heavy Moderate Heavy Heavy


Financing Rounds 
by Investors 3 -5 1-3 Often 1 Often 1


Use of Debt Rarely Rarely Almost always Always


Source of Quarterly 
Valuations


New financing 
rounds


Fair market value


Comparables
Fair market value


Comparables
Fair market value


Comparables
Fair market value


Failure Rate Meaningful Sometimes Infrequent Infrequent


W i l s h i r e  C o n s u l t i n g


DIFFERENT CHARACTERISTICS
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• Most primary private equity fund investment opportunities are structured as limited partnership 
commitment vehicles. 


W i l s h i r e  C o n s u l t i n g


PRIVATE EQUITY INVESTMENT 
VEHICLES


Insurance 
Companies


Pension 
Funds


Large 
Corporate


Qualified 
HNWIs


Limited 
Partners


General 
Partner Primary PE Fund Manager


Portfolio Company 
B


Company 
C


Company 
D


Company 
E


Company 
A


Company 
F


Funds of 
Funds
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PARTNERSHIP STRUCTURES & 
FEES
STRUCTURE
• The primary vehicle is the private limited partnership that is not registered with the SEC.


• Limited partnership is managed by the general partner.


• Partnerships are long lived, ranging from 10–12 years.


• The partnership draws capital from LPs to fund investments over a specified investment period, 
then distributes capital back to LPs as investments are liquidated or sold.


FEES


• Typically, the manager charges the limited partner an annual management fee along with 
performance fees, or “carried interest” which represents a portion of the profits above a stated 
hurdle rate.


• Management fees on direct fund investments typically range from 1.5-2.5% annually, and are 
charged on committed capital.  Fees are reduced after the investment phase.


• Hurdle rates can range from 8-15% with carry ranging from 5-20%.


W i l s h i r e  C o n s u l t i n g







PRIVATE MARKETS CASH 
FLOWS
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W i l s h i r e  C o n s u l t i n g


PRIVATE EQUITY 
CASH FLOW CYCLE


Drawdown Period
Partnerships identify & make 


investments in portfolio 
companies


1                 2                 3                 4                 5                 6               7                  8  9               10             11          12


Commitment Period
Fund Manager identifies &


commits to partnerships


Return of Capital Return of Profit


Years


Deployment/Final 
Deployment


Early 
Harvesting


Harvesting Wind Down
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UNDERSTANDING THE “J-CURVE” EFFECT
• The investment cycle of a private equity investment is long and exhibits a pattern referred to as 


the “J-Curve”.


• Investors can expect early losses in the first few years of each investment.


• Losses are largely the result of manager fees.


• It stresses the importance of portfolio construction modeling to mitigate risk.


W i l s h i r e  C o n s u l t i n g


IMPLEMENTATION


Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
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The chart shown here is for illustrative purposes and is not meant to represent any specific investment or the returns of any specific investment. 







WHY INVEST IN THE PRIVATE 
MARKETS?
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• Private equity as an asset class has generated returns, net of all fees and expenses,  in excess 
of diversified public market alternatives over a range of different time periods.


• Portfolio diversification with lower volatility than public equity market exposure


• Ability to invest at various stages of company development from early-stage venture capital 
through expansion,  to later-stage investments in mature buyouts or distressed companies


W i l s h i r e  C o n s u l t i n g


THE BENEFITS OF PRIVATE 
EQUITY INVESTING


Source: Cambridge Associates, as of December 31, 2018.
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• The decision to include a private equity allocation in your portfolio should be made as a top-
down asset allocation decision.


• The inclusion of a private equity allocation in a well diversified portfolio may improve an 
investor’s risk/return profile.


W i l s h i r e  C o n s u l t i n g


PRIVATE EQUITY IN A PORTFOLIO


With Private Equity Allocation


Without Private Equity 
Allocation
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Risk


Portfolio Benefits from a Private Equity Allocation


Objective: Push the efficient frontier out to improve risk/return profile
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W i l s h i r e  C o n s u l t i n g


THE PRIVATE EQUITY MARKET 
OPPORTUNITY


Source: Cambridge Associates as of December 31, 2018. Asset classes include buyout and growth equity, private equity energy and mezzanine funds.


• The dispersion of private equity returns is significantly larger than that of other asset classes, 
highlighting the importance of manager selection.


• Top-quartile managers in earlier funds continue to outperform other managers in subsequent 
funds.
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THE PRIVATE EQUITY MARKET 
OPPORTUNITY
CURRENT PRIVATE EQUITY OPPORTUNITY
• Vintage year diversification reduces the cyclical nature of investment performance.


• Potential upward valuation of investments from current depressed valuations over the
next 5-7 years, as global economic recovery occurs


• Growing number of private equity investment opportunities in developing markets,
particularly in the Asia-Pacific region


• Scarcity of investment and expansion capital for smaller and medium-sized
companies in the developed markets of the U.S. and Europe


• Selective opportunities in distressed strategies


W i l s h i r e  C o n s u l t i n g







THINGS TO CONSIDER
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SUITABILITY
• Private equity funds are not suitable for all investors. Prospective investors are required to


meet minimum financial eligibility guidelines (typically “accredited investor” or “qualified
purchaser” requirements) to invest in private equity.


LONG-TERM INVESTMENT HORIZON
• Private equity funds are generally set up as 10–12 year investments with little or no provision


for investor redemptions.
DIFFICULT VALUATION ASSESSMENT


• The portfolio holdings in private equity funds may be difficult to value, because they are not
usually quoted or traded on any financial market or exchange, which makes it hard to quantify
the impact a manager has had on underlying investments until they are sold.


LACK OF LIQUIDITY
• Private equity funds are not liquid (they can’t be sold or exchanged for cash quickly or easily),


and the interests are typically nontransferable without the consent of a fund’s managing
member.


LEVERAGE
• Private equity funds may use leverage in connection with certain investments or participate in


investments with highly leveraged capital structures.


W i l s h i r e  C o n s u l t i n g


THINGS TO CONSIDER BEFORE 
INVESTING IN PE
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• Develop expectations


• Create long-term optimal 
portfolio


• Investment type – primary, 
secondary, co-investment


• Utilize pacing model


• Geographical 
diversification


• Vintage year diversification


• Diversification by sector / 
industry


• Performance measurement 
and reporting


• Portfolio monitoring


• Partnership amendments


• Develop forward calendar 
of opportunities


• Initial screening


• In-depth investment due 
diligence


• Operations due diligence


• Legal review


• Portfolio construction


Strategy 
Development, 


Policy & 
Guidelines


Implementation & 
Portfolio 


Construction


Monitoring & 
Reporting


Allocation, 
Funding & 
Liquidity 


Management


W i l s h i r e  C o n s u l t i n g


BUILDING & MANAGING A 
PRIVATE MARKETS ALLOCATION
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W i l s h i r e  C o n s u l t i n g


PRIVATE MARKETS OPPORTUNITY SET


INVESTMENT ADVICE INVESTMENT OUTSOURCING
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Investment Strategy Complexity 


Timber


Small- & Middle-
Market 
Buyouts


Large/Mega 
Buyouts


Growth Capital


Emerging 
Markets 
Buyouts


Early-Stage
VC


Core
Real Estate


Distressed
Securities


Emerging 
Managers


Mezzanine


Structured
Finance


Emerging 
Markets 
Venture


Long-term 
Distressed & 


Turnaround Equity


Value Added
Real Estate


Special Situations


Oil & Gas


●More Efficient Sectors


● Inefficient Sectors
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This Presentation contains confidential and proprietary information of Wilshire Private Markets (“WPM”), a business unit of Wilshire Associates, and is intended
for the exclusive use of the person to whom it is provided. It may not be disclosed, reproduced or redistributed, in whole or in part, to any other person or entity
without prior written permission from WPM. This presentation is for information only and is being provided exclusively to recipients reasonably believed to be
qualified to invest, as defined in the relevant jurisdiction of the prospective investor, in the types of investments discussed and as generally managed or
recommended by WPM. This presentation is a marketing communication. It is not intended to represent investment research or investment advice. This
Presentation is not an offer to sell, or a solicitation to an offer to buy, any security or to adopt any specific investment strategy. Nothing contained herein should be
considered a recommendation or advice to purchase or sell any security or to adopt any specific investment strategy. By accepting this information you agree you
have a duty to keep confidential the information contained herein.


Third party information contained herein has been obtained from sources believed to be reliable. WPM makes no representations or warranties as to the accuracy
of such information, and WPM accepts no responsibility or liability (including for indirect, consequential or incidental damages) for any error, omission or
inaccuracy in such information and for results obtained from its use. Information and opinions are as of the date indicated, and are subject to change without
notice. This Presentation is intended for informational purposes only and should not be construed as legal, accounting, tax, investment, or other professional
advice.


In the creation and provision to you of this informational document, Wilshire is not acting in an advisory or fiduciary capacity in any way, including without
limitation with respect to the Employee Retirement Income Security Act of 1974, as amended or the Department of Labor rules and regulations thereunder, and
accepts no fiduciary responsibility or liability with respect to this information or any decision(s) that may be made based on the information provided.


Past performance does not guarantee future returns.


Any opinions expressed in this Presentation are current only as of the time made and are subject to change without notice. WPM assumes no duty to update any
such statements. Any holdings of a particular company or security discussed herein are under periodic review by the author and are subject to change at any
time, without notice. This Presentation may include estimates, projections and other "forward-looking statements." Due to numerous factors, actual events may
differ substantially from those presented.


These materials do not disclose all the risks and other significant issues related to an investment in any proposed transactions described herein. Prior to entering
into any such transactions, potential investors should ensure that they fully understand the terms of that proposed transaction and any applicable risks, some, but
not all, of which are described in more detail in any offering documents, if applicable, or may be discussed with representatives of WPM.


Wilshire® is a registered service mark of Wilshire Associates Incorporated, Santa Monica, California. All other trade names, trademarks, and/or service marks are
the property of their respective holders. Copyright © 2019 Wilshire Associates Incorporated. All rights reserved.


W i l s h i r e  C o n s u l t i n g
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Portfolio 
Diversification


Inflation 
Hedge


Risk-
Adjusted 
Returns


Income


Private Real Estate provide a number of benefits within a
broad portfolio construction:


• Portfolio Diversification


– Historic correlation to traditional asset classes is
relatively low


• Inflation Hedge


– Inflation is difficult to predict
– Long-term hedge against high or unexpected


inflation
• Risk-Adjusted Returns


– Attractive risk-adjusted return potential
– Beta and Alpha Opportunities


• Current and Long-Term Income


– High income potential, particularly for longer
duration investments


– Dependent on the stage of development of
underlying assets


W i l s h i r e  C o n s u l t i n g


BENEFITS OF PRIVATE REAL ESTATE


Benefits of 
Investing in 
Private Real 


Estate
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• Investors should establish expectations regarding the effectiveness of asset classes in meeting
their objectives.


W i l s h i r e  C o n s u l t i n g


INVESTMENT CHARACTERISTICS


ASSET CLASS
SHORT-TERM 


CORRELATION 
TO CPI


LONG-TERM 
CORRELATION 


TO CPI


HIGHER YIELD 
OPPORTUNITY


HIGHER 
RETURN 


OPPORTUNITY 
(BETA)


HIGHER
ALPHA 


OPPORTUNITY
LIQUIDITY


PU
BL


IC
 IN


VE
ST


M
EN


TS


Treasury Inflation 
Protected Securities 
(“TIPS”)


X X X


Commodities X X X X


Real Estate Investment 
Trusts (‘REITs”) X X X X


Master Limited 
Partnerships (“MLPs”) X X X X X


Diversified Public RA X X X X X


PR
IV


AT
E 


IN
VE


ST
M


EN
TS


Private Real Estate X X X X


Timber / Farmland X X X


Infrastructure X X X X


Energy (Oil and Gas) X X X X


Diversified Private RA X X X X
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W i l s h i r e  C o n s u l t i n g


CAPITAL MARKET ASSUMPTIONS


*Capital market assumptions as of June 2019


Global 
Equities


Core Fixed 
Income


Public Real 
Estate


Private Core 
Real Estate


Private Value-
Add Real 


Estate


Private 
Opportunistic 
Real Estate


Cash


Return (%) 6.45 3.05 5.05 5.35 7.95 9.35 1.90
Risk (%) 17.05 5.15 17.00 12.00 17.50 25.00 1.25
Yield (%) 2.55 3.30 3.75 3.30 1.65 0.00 1.90


Correlations Global 
Equities


Core Fixed 
Income


Public Real 
Estate


Private Core 
Real Estate


Private Value-
Add Real 


Estate


Private 
Opportunistic 
Real Estate


Cash


Global Equities 1.00
Core Fixed Income 0.20 1.00
Public Real Estate 0.56 0.17 1.00
Private Core Real Estate 0.53 0.17 0.85 1.00
Private Value-Add Real Estate 0.48 0.18 0.70 0.85 1.00
Private Opportunistic Real Estate 0.45 0.19 0.55 0.75 0.90 1.00
Cash -0.07 0.19 -0.05 -0.05 -0.05 -0.05 1.00
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• Unlike financial assets, which generally exhibit negative correlation with inflation, real assets 
display positive correlation with inflation, particularly over longer holding periods.


W i l s h i r e  C o n s u l t i n g


CORRELATION TO INFLATION


Source: Wilshire Compass







PRIVATE REAL ESTATE
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W i l s h i r e  C o n s u l t i n g


OVERVIEW


*Indicative returns are for developed markets and are nominal, leveraged, post fees and pre-tax.


PRIMARY 
OBJECTIVE STRATEGY


EXPECTED 
RETURN*
(% P.A.)


RETURN 
COMPONENTS LIQUIDITY VOLATILITY/ 


RISK
TYPICAL 


LEVERAGE


Income


Core 6% - 10% 70% income
30% appreciation


Moderate


Low ~30%


Core Plus 9% - 11% 60% income
40% appreciation Moderate ~50%


Asset 
Appreciation


Value-Add 10% - 18% 40% income
60% appreciation


Low High


<65%


Opportunistic 15% - 20%+ 10% income
90% appreciation > 65%
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W i l s h i r e  C o n s u l t i n g


PRIVATE EXPANDED CORE REAL ESTATE


Private Core Real Estate 
Equity


• Risk Aversion Following 
Global Financial Crisis


• Less Volatility Relative to 
Public Real Estate 
Markets and Higher Risk, 
Private Segments (Value-
Add and Opportunistic)


• High Demand for Stable 
Income with Current 
Yields at 5% - 6%


• Highest and Most Stable 
Occupancy Rates (>80%)


• Limited Leverage (<40%)


Private Value-Add Real 
Estate Equity


• Manufacture “Core”; Exit
Opportunity Supported by 
Core Market Demand


• Seek Return Through 
Manager Skill and 
Operational Expertise


• Less Dependence on 
Further Cap Rate 
Compression


• Moderate to High 
Occupancy Rates (50% -
80%)


• Modest Leverage (<65%)
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60%


40%


Private Expanded Core Real Estate 
Strategy (60% Core / 40% Value-Add)


70%


30%


Private Expanded Core Real Estate 
Strategy (70% Core / 30% Value-Add)


W i l s h i r e  C o n s u l t i n g


PRIVATE “EXPANDED CORE” REAL ESTATE
• By expanding the opportunity set from exclusively “Core” to additional segments of the 


Private Real Estate space such as Value-Add Equity, investors can enhance expected 
returns.


Expanded Core


Return (%) 6.2


Risk (%) 13.1


Sharpe Ratio 0.4


Yield (%) 2.8
Data reflects Wilshire's Capital Market 
Assumptions, as shown on Slide 4


Expanded Core


Return (%) 6.5


Risk (%) 13.7


Sharpe Ratio 0.4


Yield (%) 2.6
Data reflects Wilshire's Capital Market 
Assumptions, as shown on Slide 4


80%


20%
0%


Private Expanded Core Real Estate 
Strategy (80% Core / 20% Value-Add)


Expanded Core


Return (%) 5.9


Risk (%) 12.7


Sharpe Ratio 0.4


Yield (%) 3.0
Data reflects Wilshire's Capital Market 
Assumptions, as shown on Slide 4
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STATE OF THE MARKET


Current Value Cap Rates by Property Type


Sources: CoStar, NAREIT 2018; National Council of Real Estate Investment Fiduciaries
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Vacancy % by Property Type 
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W i l s h i r e  C o n s u l t i n g
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W i l s h i r e  C o n s u l t i n g


U.S.  REAL ESTATE OUTLOOK


VINTAGE YEAR PERFORMANCE1 REAL ESTATE DRY POWDER ($B)2 U.S. PROPERTY TYPE PRICING INDICES3


REGIONAL INFLUENCES LOCAL CONSIDERATIONS INDUSTRY / SECTOR OUTLOOK


+ Lack of new construction


+ Demographic shifts due to growth of millennial 
population / aging baby boomers


+ Strong employment rate


+ Tax reform


± Maturing U.S. real estate cycle
- Steady fundraising is creating increased 


competition and lowering underwritten returns


- Rising interest rates / uncertainty


- Increased valuations due to availability of both 
debt and equity 


• Increased outpatient care creating demand for 
medical office


• Aging population and increasing college 
enrollment rates create need for housing 
accessibility/capabilities


• Less capital/focus on non-gateway cities 
creating potential for value-added investment


• Positive fundamentals create potential 
opportunity for RE debt


• Fundamental changes in retail sector creating 
distressed/niche opportunities


1 Preqin North America Real Estate benchmark, as of most up-to-date.  Note: inadequate number of funds prevents quartile analysis in certain vintage years.
2 Preqin Real Estate Quarterly Update.  Data as of March 31, 2019.  
3 CoStar Commercial Repeat-Sale Indices (CCRSI), CoStar Group. Value weighted data. Data through April 2019.


STRATEGY TYPE INVESTMENT 
OPPORTUNITY
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Greenwich 2018 U.S. Institutional Market Trends – Key Issues Facing Institutional Investors:                            


Rate of Return Goals Inflation Risk


Wall Street Journal Economic Forecasting Survey – CPI 10-yr forecast for 2018 (as of 
December 2018)


W i l s h i r e  C o n s u l t i n g


CONCLUSION


High
3.3%


Average
2.1%
Low
1.3%


Public Pensions: 58%
Corporate Pensions: 34%


Endowment & Foundations: 47%


Public Pensions: 4%
Corporate Pensions: 7%


Endowment & Foundations: 13%
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Portfolio 
Diversification


Inflation 
HedgeRisk-Adjusted 


Returns


Income


Near-term inflation is highly uncertain. Longer-term inflation is even more uncertain.


• Private Real Estate can provide the following benefits:


– Higher income and risk-adjusted total return, including Beta and Alpha opportunities


– Insurance against high or unexpected inflation, particularly over the long-term.


• A diversified approach can increase the effectiveness of the real estate portfolio over 
time.


W i l s h i r e  C o n s u l t i n g


CONCLUSION


Benefits of 
Investing in 
Private Real 


Estate
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This Presentation contains confidential and proprietary information of Wilshire Associates and is intended for the exclusive use of the person to whom it is
provided. It may not be disclosed, reproduced or redistributed, in whole or in part, to any other person or entity without prior written permission from Wilshire.
This presentation is for information only and is being provided exclusively to recipients reasonably believed to be qualified to invest, as defined in the relevant
jurisdiction of the prospective investor, in the types of investments discussed and as generally managed or recommended by Wilshire Private Markets. This
presentation is a marketing communication. It is not intended to represent investment research or investment advice. This Presentation is not an offer to sell,
or a solicitation to an offer to buy, any security or to adopt any specific investment strategy. Nothing contained herein should be considered a recommendation
or advice to purchase or sell any security or to adopt any specific investment strategy. By accepting this information you agree you have a duty to keep
confidential the information contained herein.


Third party information contained herein has been obtained from sources believed to be reliable. Wilshire makes no representations or warranties as to the
accuracy of such information, and Wilshire accepts no responsibility or liability (including for indirect, consequential or incidental damages) for any error,
omission or inaccuracy in such information and for results obtained from its use. Information and opinions are as of the date indicated, and are subject to
change without notice. This Presentation is intended for informational purposes only and should not be construed as legal, accounting, tax, investment, or
other professional advice.


In the creation and provision to you of this informational document, Wilshire is not acting in an advisory or fiduciary capacity in any way, including without
limitation with respect to the Employee Retirement Income Security Act of 1974, as amended, or the Department of Labor rules and regulations thereunder,
and accepts no fiduciary responsibility or liability with respect to this information or any decision(s) that may be made based on the information provided.


Past performance does not guarantee future returns.


Any opinions expressed in this Presentation are current only as of the time made and are subject to change without notice. Wilshire assumes no duty to
update any such statements. This Presentation may include estimates, projections and other "forward-looking statements." Due to numerous factors, actual
events may differ substantially from those presented.


These materials do not disclose all the risks and other significant issues related to an investment in any proposed transactions described herein. Prior to
entering into any such transactions, potential investors should ensure that they fully understand the terms of that proposed transaction and any applicable
risks, some, but not all, of which are described in more detail in any offering documents, if applicable, or may be discussed with representatives of Wilshire.


Wilshire® is a registered service mark of Wilshire Associates Incorporated, Santa Monica, California. All other trade names, trademarks, and/or service marks
are the property of their respective holders. Copyright © 2019 Wilshire Associates Incorporated. All rights reserved.
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The Employees’ Retirement Fund provides retirement, disability and death benefits to permanent civilian employees of the City of Dallas


Photo credit: Kevin Brown | Copyright - State Fair of Texas


        


    2018 AT – A – GLANCE    


    (unaudited)    
    ($ in thousands)    
    


    Active Members 7,584    


    Benefit Recipients 7,224    


    Inactive Members 1,492    


    Fund Net Position $3,282,313    


    Benefits Paid $263,981    


    Refunds $8,515    


    Member Contributions $56,772    


    City Contributions $60,924    


    Investment Rate of Return -4.43%    


             







CHERYL D. ALSTON
EXECUTIVE DIRECTOR


®
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2018
Prepared by the Staff of The Employees’ Retirement Fund
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LETTER OF TRANSMITTAL


August 13, 2019


Board of Trustees
Employees’ Retirement Fund of the City of Dallas
1920 McKinney Avenue - 10th Floor
Dallas, Texas 75201


Dear Board Members:


The Comprehensive Annual Financial Report (“CAFR”) of the Employees’ Retirement Fund of the City of Dallas (“ERF” 
or “Fund” or “Plan”) for the fiscal years ended December 31, 2018 and 2017 is submitted herewith.  Our mission is 
to provide retirement benefits and superior service to advance the financial security of our members. Responsibility 
for both the accuracy of the data and the completeness and fairness of the presentation rests with the staff of ERF.


Report Contents


This CAFR is divided into five sections: 
1.  Introductory Section - contains this letter of transmittal, administrative organization, and the plan summary.
2. Financial Section - contains the report of the independent auditors, the financial statements of ERF, and 


certain required supplementary information. 
3. Investment Section - contains a report on investment activity, investment policies, investment results, and 


various investment schedules.
4.  Actuarial Section - contains an actuary’s certification letter and the results of the annual actuarial valuation.
5.  Statistical Section - contains significant data pertaining to ERF.


We trust that you and the members of ERF will find this CAFR helpful in understanding the retirement plan. 


Plan Overview


ERF was established by ordinance in November 1943 and became effective in January 1944 after ratification by the 
voters of the City of Dallas.  ERF is a single-employer defined benefit pension plan sponsored by the City of Dallas 
(the “City”), and it provides retirement, disability, and death benefits to its members.  All employees of the City are 
members except police officers, firefighters, elected officers, non-salaried appointee members of administrative 
boards or commissions, temporary employees, individuals working under contract, and individuals whose salaries 
are paid in part by another government agency.  Members are entitled to retirement benefits at the date of eligibility 
for retirement or to survivor benefits after two years of service.


Investments


The Board of Trustees oversees ERF’s portfolio, managers, and performance, as well as reviews and approves 
potential investment opportunities, with input from the investment consultant and staff. The Board follows the 
“prudent person rule” which states that fiduciaries shall discharge their duties solely in the interest of ERF and its 
participants and beneficiaries with the degree of diligence, care and skill which prudent men and women would 
ordinarily exercise under similar circumstances in such a position.
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An integral part of the overall investment policy is the strategic asset allocation policy. This policy is designed to 
provide an optimal diversification to reduce risk and maximize the total rate of return relative to risk. This emphasizes 
a maximum diversification of the portfolio that protects ERF from declines that a particular asset class may experience 
in a given period. The Plan had a return of -4.43% for 2018, in comparison to 13.29% in 2017 and 9.17% in 2016. The 
Fund expects and assumes an investment rate of 7.75% over the long term, which encompasses many years in the 
future.


Additions to Plan Net Position


The collection of employer and member contributions, as well as income from investments, is intended to provide 
the reserves needed to finance retirement benefits.  Contribution and net investment income, including unrealized 
gains and losses, for 2018 total -$49,965,926.


City and member contributions for the fiscal year were $117,696,010, an increase of $3,554,855 from the prior 
year. This increase is primarily attributable to merit raises. The City’s contribution rate toward the pension plan was 
14.39% in 2018. The total City’s contribution rate was 22.68%, of which 8.29% was for debt service payments on 
pension obligation bonds. The members’ contribution rate remained unchanged in 2018. The City’s contributions 
received in 2018 were $60,924,106 and members’ contributions were $56,771,904.


Deductions to Plan Net Position


The principal purpose for which ERF was established is to provide retirement benefits, survivor benefits, and total 
and permanent disability benefits to qualified members and their beneficiaries. The cost of such programs includes 
recurring benefit payments, refund of contributions to terminated employees, and the cost of administering ERF.


Deductions for fiscal year 2018 totaled $279,980,888, an increase of 4.61% over 2017. This increase is primarily 
due to an increased number of refund applicants, an increase in benefit payments and administrative expenses. 
Administrative expenses, which are controlled by a budget approved by the Board of Trustees, increased from the 
prior year by $1,533,042 due to one-time charges.


Accounting System and Internal Controls


This CAFR was prepared to conform with Generally Accepted Accounting Principles (“GAAP”) generally accepted in 
the United States of America that apply to government accounting for fiduciary funds. The accompanying financial 
statements are prepared using the accrual basis of accounting. Member and employer contributions are recognized 
in the period in which employee services are performed.  Expenses are recorded when the corresponding liabilities 
are incurred, regardless of when payment is made.


The statistical section presents detailed information, typically in ten-year trends, that assists users in utilizing the 
basic financial statements, notes to basic financial statements, and required supplementary information to assess the 
economic condition of a government. The statistical section is a required part of a CAFR.


In developing and evaluating ERF’s accounting system, it was determined that internal controls adequately safeguard 
assets and provide reasonable assurance of proper recording of financial transactions.
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Funding


A pension fund is well funded when it is receiving enough money to meet all expected future obligations to its 
participants. ERF’s funding objective is to meet long-term benefit payments through contributions that remain 
approximately level as a percent of member payroll. The actuarial accrued liability and actuarial value of assets of 
ERF as of December 31, 2018 amounted to $4.527 billion and $3.620 billion, respectively.  A detailed discussion of 
funding is provided in the Actuarial Section of this report.


Professional Services


Consultants are appointed by the Board of Trustees to perform professional services that are essential to the 
effective and efficient operation of ERF.  An opinion from the certified public accounting firm of Grant Thornton LLP, 
the actuarial report from Gabriel, Roeder, Smith & Company, and the investment consultant letter from Wilshire 
Associates Inc. are included in this report. The consultants appointed by the Board of Trustees are listed in the 
Introductory Section.


Awards and Acknowledgements


The Government Finance Officers Association of the United States and Canada (“GFOA”) awarded a Certificate of 
Achievement for Excellence in Financial Reporting to the Employees’ Retirement Fund of the City of Dallas for its 
CAFR for the fiscal year ended December 31, 2017. The Certificate of Achievement is a prestigious national award 
recognizing conformance with the highest standards for preparation of state and local government financial reports. 
This was the second consecutive year that ERF had achieved this prestigious award. To be awarded a Certificate of 
Achievement, the ERF had to publish an easily readable and efficiently organized CAFR that satisfied both GAAP and 
applicable program requirements.


A Certificate of Achievement is valid for a period of one year. We believe our current report continues to conform 
to the Certificate of Achievement Program requirements, and we are submitting it to the GFOA to determine its 
eligibility for another certificate.


The compilation of this report reflects the combined effort of the staff under the leadership of the Board of Trustees. 
It is intended to provide complete and reliable information as a basis for making management decisions, as a means 
of determining compliance with legal provisions, and as a means of determining responsible stewardship of the funds 
of ERF. The report is available to all members of ERF.


We would like to express our gratitude to the staff, the advisors, and others who have worked so diligently to assure 
the successful operation of ERF.


Respectfully submitted,


Cheryl D. Alston  Edward R. Scott
Executive Director  Chief Financial Officer
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BOARD OF TRUSTEES
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John D. Jenkins - Chair
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Council Appointed Member  
Carla D. Brewer
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Lee Kleinman
Council Appointed Member
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Council Appointed Member
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ADMINISTRATIVE STAFF
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David Etheridge
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Edward Scott, CPA
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Natalie Jenkins Sorrell
Deputy Chief Investment Officer
Duc Lam
Chief Technology Officer
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Senior Pension Specialist
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Al Perez
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Jason Thompson
System Administrator
Trevor Thompson
Desktop Support Engineer
Mubina Tukulic
Communications Specialist
Saki Vimal
Senior Accounting Specialist
C. Kay Watson
Pension Officer







PAGE LEFT INTENTIONALLY BLANK


6







2018 Comprehensive Annual Financial Report


7
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Gabriel, Roeder, Smith & Company
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STP Investment Services  
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Grant Thornton, LLP


LEGAL ADVISORS
Foster Pepper, PLLC
Locke Lord, LLP
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PLAN SUMMARY


Summary of Key Provisions
Employees’ Retirement Fund of the City of Dallas
As of December 31, 2018


Membership An employee becomes a member upon permanent employment and contributes to the 
Plan. Tier A members were hired prior to January 1, 2017. An amendment to the governing 
documents passed by voters on November 8, 2016 created a new tier of benefits, Tier B, for 
members hired on or after January 1, 2017.


Contributions Member:  37% of the current adjusted total obligation rate. New rates effective October 1 after 
the valuation date.


 City:  63% of the current adjusted total obligation rate. New rates effective October 1 after the 
valuation date.


Definitions  Final Average Salary:
   Tier A
   Average monthly salary over the member’s highest three years of service.


   Tier B
   Average monthly salary over the member’s highest five years of service.


   Credited Service:
  Length of time as an employee of the City of Dallas and while making contributions to the  


 Plan.


Retirement Pension  Eligibility:
   Tier A


a) Attainment of age 60; or
b) Attainment of age 55 (if credited service began before May 9, 1972); or
c) At any age after completion of 30 years of credited service with a reduced benefit before 


age 50; or
d) Attainment of age 50, if the sum of an active member’s age and credited service is at least 


equal to 78.


   Tier B


a) Attainment of age 65 and 5 years of service; or
b) At any age after completion of 40 years of credited service; or
c) At any age if the sum of an active member’s age and credited service is at least equal to 


80. Under this eligibility rule, the member’s pension will be actuarially reduced for each 
year prior to the age of 65 that the member retires.
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Retirement               Benefits:
Tier A
The retirement benefit equals 2-3/4% multiplied by average monthly salary multiplied by 
credited service limited to a maximum of 36.3636 years plus a monthly $125 health supplement 
(prorated for service less than 5 years).


Tier B
The retirement benefit equals 2-1/2% multiplied by average monthly salary multiplied by 
credited service limited to a maximum of 40 years (no monthly health supplement).


Form of Payment
Tier A
An unreduced pension benefit under a joint and one-half survivor option with 10 year guaranteed 
or a ten-year certain and life option.  An actuarially equivalent joint and full  survivor option is 
also available after 15 years of service.


Tier B
An unreduced pension payable for life with 10 years guaranteed. Actuarially equivalent joint 
and survivor options (50% and 100%) are also available.


Deferred Retirement    Eligibility:
Deferred retirement pension benefit commencing at age 60 for Tier A members or at age 65 
for Tier B members with at least five (5) years of credited service if accumulated contributions 
are left on deposit with the Fund.


Monthly Benefit:
The deferred retirement benefit is equal to the retirement pension based on earnings and 
credited service at the time of termination.


Disability Retirement 
Pension              Non-Service Disability:


Eligibility:
Five (5) years of service if active or ten (10) years of service if deferred vested and totally and 
permanently incapacitated for duty.


Monthly Benefit:
Computed based on average monthly earnings and credited service at time of disability but not 
less than 10 times the percentage multiplied by the average monthly earning.
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Service Disability:


Eligibility:
Totally and permanently incapacitated from the further performance of duty as a result of 
injury while in the course of employment for the City.


Monthly Benefit:
Calculated as a non-service disability pension but not less than $1,000 per month.


Death Benefits              Form:
Benefit paid in accordance with the option on file; or the eligible option; or, if no eligible 
beneficiary, a lump sum equivalent of 10 years of benefit payments to the member’s estate.


Monthly Benefit:
Based on average monthly earnings and credited service at death but not less than 10 times 
the percentage multiplier multiplied by the average monthly earnings.


Minimum Service Death Benefit:
Not less than $1,000 per month if death resulted from a service-related injury.


Return of Accumulated Contributions
A member at the time of termination is entitled to be paid accumulated member contributions 
without interest.


Cost-of-Living Adjustment
An annual cost-of-living adjustment to the base pension benefit shall be made based on the 
greater of:


a) The percentage of change in the price index for October of the current year over October 
of the previous year, up to 5% for Tier A and 3% for Tier B or


b) The percentage of annual average change in the price index for the 12-month period 
ending with the effective date of the adjustment, up to 5% for Tier A and 3% for Tier B.
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FINANCIAL SECTION











2018 Comprehensive Annual Financial Report


15


FINANCIAL STATEMENTS 
As Of December 31, 2018 and 2017


With Independent Certified Public Accountant’s Report Thereon


EMPLOYEES’ RETIREMENT FUND OF THE CITY OF DALLAS
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GT.COM Grant Thornton LLP is the U.S. member firm of Grant Thornton International Ltd (GTIL). GTIL and each of its member firms 
are separate legal entities and are not a worldwide partnership.     


The Board of Trustees  
Employees’ Retirement Fund of the City of Dallas, Texas 


We have audited the accompanying financial statements of Employees’ Retirement 
Fund of the City of Dallas (the “Plan”), which comprise the statements of fiduciary net 
position as of December 31, 2018 and 2017 and the related statements of changes in 
fiduciary net position for the years then ended, and the related notes to the financial 
statements. 


Management’s responsibility for the financial statements 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United 
States of America; this includes the design, implementation, and maintenance of 
internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 


Auditor’s responsibility 
Our responsibility is to express an opinion on these financial statements based on our 
audits. We conducted our audits in accordance with auditing standards generally 
accepted in the United States of America.  Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 


An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements.  The procedures selected depend on the 
auditor’s judgment, including the assessment of the risks of material misstatement of 
the financial statements, whether due to fraud or error.  In making those risk 
assessments, the auditor considers internal control relevant to the Plan’s preparation 
and fair presentation of the financial statements in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the Plan’s internal control.  Accordingly, we express no 
such opinion.  An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial 
statements. 


We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our audit opinion. 


Opinion 
In our opinion, the financial statements referred to above present fairly, in all material 
respects, information regarding Employees’ Retirement Fund of the City of Dallas’ 
fiduciary net position as of December 31, 2018 and 2017 and changes therein for the 
years then ended in accordance with accounting principles generally accepted in the 
United States of America. 


REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS GRANT THORNTON LLP 
1717 Main Street, Suite 1800 
Dallas, TX 75201-4667 


D    +1 214 561 2300 
F    +1 214 561 2370 
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Required supplementary information  
Accounting principles generally accepted in the United States of America require that 
the Management’s Discussion and Analysis, the Schedule of Changes in Net Pension 
Liability and Related Ratios, the Schedule of Money-Weighted Rates of Return, the 
Schedule of the Net Pension Liability, and the Schedule of Contributions be presented 
to supplement the basic financial statements.  Such information, although not a 
required part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial 
reporting for placing the basic financial statements in an appropriate operational, 
economic, or historical context.  This required supplementary information is the 
responsibility of management. We have applied certain limited procedures to the 
required supplementary information in accordance with auditing standards generally 
accepted in the United States of America.  These limited procedures consisted of 
inquiries of management about the methods of preparing the information and 
comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our 
audit of the basic financial statements.  We do not express an opinion or provide any 
assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance.   


Supplementary information 
Our audit was conducted for the purpose of forming an opinion on the financial 
statements as a whole.  The Schedule of Administrative Expenses, Schedule of 
Investment Expenses, and Schedule of Payments for Professional Services are 
presented for purposes of additional analysis and are not a required part of the basic 
financial statements.  Such supplementary information is the responsibility of 
management and was derived from and relates directly to the underlying accounting 
and other records used to prepare the basic financial statements.  The information 
has been subjected to the auditing procedures applied in the audit of the basic 
financial statements and certain additional procedures.  These additional procedures 
included comparing and reconciling the information directly to the underlying 
accounting and other records used to prepare the basic financial statements or to the 
basic financial statements themselves, and other additional procedures in accordance 
with auditing standards generally accepted in the United States of America.  In our 
opinion, the supplementary information is fairly stated, in all material respects, in 
relation to the basic financial statements as a whole. 


Other information  
Our audit was conducted for the purpose of forming an opinion on the financial 
statements as a whole.  The introductory, investment, actuarial, and statistical 
sections are presented for purposes of additional analysis and are not a required part 
of the basic financial statements.  Such information has not been subjected to the 
auditing procedures applied in the audit of the basic financial statements, and 
accordingly, we do not express an opinion or provide any assurance on it. 
 
 
 
Dallas, Texas 
August 13, 2019 
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MANAGEMENT’S DISCUSSION
AND ANALYSIS


 Required Supplementary Information
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MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)


The Management’s Discussion and Analysis of the Employees’ Retirement Fund of the City of Dallas (“the Plan”)
financial performance provides an overview of the financial activities and funding conditions for the fiscal years 
ended December 31, 2018, 2017, and 2016. The intent of this discussion and analysis is to give a narrative overview 
and analysis of the Plan’s financial performance as a whole. For more detailed information regarding performance, 
readers should also review the Financial Statements, Notes to the Financial Statements, and Required Supplementary 
Information in order to enhance their understanding of the Plan’s financial performance.


FINANCIAL STATEMENTS


The Plan is a defined benefit plan that provides retirement, disability, and death benefits to full-time and permanent 
part-time civilian employees of the City of Dallas” (The City). “The Plan has two basic Financial Statements: 


• A Statement of Fiduciary Net Position that provides information about the fair value and composition of 
plan assets, plan liabilities, and Fiduciary Net Position; and


• A Statement of Changes in Fiduciary Net Position that provides information about the year-to-year 
changes in Fiduciary Net Position.


There are also notes to the Financial Statements that include a brief Plan description, a summary of significant 
accounting policies, and information about contributions, legally required reserves, investment concentrations, 
and the net pension liability. The report also contains required supplementary information in addition to the basic 
financial statements. Collectively, this information presents the Net Position Restricted for Pension Benefits and 
summarizes the Changes in Net Position for those benefits.


FINANCIAL HIGHLIGHTS


Fiscal year 2018 experienced a decrease in investments. The Plan’s Financial Highlights for fiscal year ended 
December 31, 2018 are as follows:


• The Plan had a return of -4.43% for the year, with a 3-year return of 5.75%, and a 5-year return of 4.36% 
and 10-year return of 9.72%.


• The Net Position Restricted for Pension Benefits was $3.3 billion as of December 31, 2018. This amount 
reflects a decrease of $330 million from last year. This decrease is primarily the result of net declines in 
Master Limited Partnerships (“MLPs”), Domestic Equity, International Equity and Global Equity funds.


• Total contributions for fiscal year 2018 were $118 million, an increase of approximately $4 million from 
last fiscal year. This is primarily attributed to a civilian merit pay increase.


• Pension benefits paid to retirees and beneficiaries increased $10.4 million in 2018 compared to 2017, 
bringing the total benefit payments to $264 million. Refunds of contributions paid to former members 
upon termination of employment were $8.5 million for 2018 and $8.2 million for 2017.


• Net Investment Income (net appreciation/depreciation in the fair value of investments, plus interest 
and dividend income, less investment expenses) decreased $581 million compared to last fiscal year.


• Administrative Expenses of $7.5 million in 2018 were approximately $1.5 million more than 2017 due to 
one-time charges.
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CONDENSED FINANCIAL INFORMATION
($ in thousands)


As of and for the FY Ended December 31, 2018 2017 2016
Fiduciary Net Position


Assets $4,120,996 $4,381,562 $4,053,238


Liabilities 838,683 769,302 701,195


Fiduciary Net Position for  Pension Benefits $3,282,313 $3,612,260 $3,352,043


Changes in Fiduciary Net Position
Additions:


    Employer contributions $60,924 $58,966 $56,130


    Employee contributions 56,772 55,175 53,436


    Investment & other income, net (167,662) 413,717 295,251


Deductions:


    Benefit payments 263,981 253,534 243,775


    Refund of contributions 8,515 8,156 5,864


    Administrative expenses 7,484 5,951 5,343


    Depreciation expense 1 - -


Change in Fiduciary Net Position Restricted for Pension Benefits ($329,947) $260,217 $149,835


Net Position, Beginning of Year 3,612,260 3,352,043 3,202,208


Net Position, End of Year $3,282,313 $3,612,260 $3,352,043


FINANCIAL POSITION AND RESULTS OF OPERATIONS


The Plan’s total return for fiscal year 2018 was -4.43%, as compared to 13.29% in 2017 and 9.17% in 2016. The one 
year return was above the policy benchmark of -4.49%. The Plan has performed well over longer time periods. The 
Plan’s 3-year return is 5.75% and the 5-year return is 4.36% and the 10-year return is 9.72%.


The best performing asset class in 2018 was Private Equity, returning 15.11%. The Plan’s Real Estate investments 
generated 1.09% for the year. The Real Estate investments consist of publicly traded real estate funds called Real 
Estate Investment Trusts (“REITS”) and Domestic Private Real Estate funds. The investments in Domestic Equity 
returned -8.67% for the year. Overall, the Plan’s investment portfolio decreased from $3.6 billion in fiscal year 2017 to 
$3.3 billion in 2018, a decrease of approximately $330 million.


Additions to Fiduciary Net Position consist of employer and employee contributions and investment income. For 
fiscal year 2018, additions to Fiduciary Net Position reflect a decrease of $578 million, in comparison to 2017. This 
decrease is primarily due to a reduction in the fair value of investments, specifically MLPs, International Equities, 
Domestic Equities, and Global Equities. City and employee contributions for fiscal year 2018 were $61 million and 
$57 million, respectively. Total contributions for 2018 were $118 million compared to $114 million in 2017 and $110 
million in 2016.
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Net investment income/(loss) is presented net of investment expenses and is comprised of interest, dividend 
income, gains/(losses) from the sale of investments, net unrealized appreciation/(depreciation) in the fair value of 
investments, and net income from securities lending activities. For fiscal year 2018, the Plan had a net investment 
loss of $168 million, (excluding non-investment income of $121 thousand) compared to a net investment gain of 
$414 million in fiscal year 2017.


Fiscal year 2018 liabilities of $839 million showed an increase of 9% over fiscal year 2017 liabilities of $769 million. 
Liabilities for 2017 increased $218 million or 9.71% over 2016. The increase in 2018 was primarily due to an increase 
in currency contracts. Year end balances for securities purchased were $9 million in 2018, $13 million in 2017 and $4 
million in 2016. Currency contracts at year end were $548 million in 2018, $458 million in 2017 and $383 million in 
2016. The changes were due to investment managers’ portfolio management.


Deductions from Fiduciary Net Position are largely from benefit payments. During fiscal year 2018, benefits paid 
were $264 million, an increase of $10.4 million over payments made in 2017. The major cause of the 2018 increase is 
attributable to new retirements with higher base benefits, as was the increase between 2017 and 2016.


New retirements were 314, 354 and 324, respectively for fiscal years 2018, 2017 and 2016. Cost of Living Adjustments 
(“COLA”) were 2.1% in 2018, 1.4% in 2017 and 0.0% in 2016. A COLA is granted effective January 1 of each year if 
there is an increase in the Consumer Price Index for Urban Wage Earners and Clerical Workers (“CPI-W”) either from 
October of the prior year to October of the current year or if the monthly average change is greater than zero. During 
fiscal year 2018, refunds of contributions amounted to $8.5 million (626 refunds), compared to 2017 refunds of $8.2 
million (546 refunds) and 2016 refunds of $5.9 million (478 refunds). The fiscal year 2018 refund amount reflects an 
increase in the number of members requesting refunds as compared to fiscal year 2017. Administrative expenses of 
approximately $7.5 million represent approximately 3% of total deductions for the year.  


CURRENT ENVIRONMENT


Plan membership for active members decreased during fiscal year 2018. Active membership as of December 31, 
2018 decreased from 7,838 to 7,584 members, a decrease of 3.35%. For 2018, the number of new retirements was 
314 compared to 354 in 2017. The trend of benefit payments continues to increase. Similar to most mature plans, 
benefit payments exceed the level of contribution revenue received, and cash generated from investments is needed 
in order to meet benefit payments.


An actuarial valuation of the Plan’s assets and benefit obligations is performed annually by an independent firm, 
Gabriel Roeder Smith & Company (“GRS”). Based on the actuarial value of assets, the funded ratio of the Plan 
decreased from 82.3% in 2017 to 80.0% in 2018. The Unfunded Actuarial Accrued Liability increased from $776 
million as of December 31, 2017 to $907 million as of December 31, 2018. Based on Generally Accepted Accounting 
Principles (“GAAP”) requirements, the Plan Fiduciary Net Position as a percentage of the Total Pension Liability was 
59.16% in 2018 as compared to 82.51% in 2017. This is due to a decrease in plan net position and a blended discount 
rate of 5.98% in 2018. See Note 10 (c) for more information regarding the discount rate.
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EMPLOYEES’ RETIREMENT FUND OF
THE CITY OF DALLAS


Statements of Fiduciary Net Position
December 31, 2018 and 2017


($ in thousands)


2018 2017
ASSETS:


Cash and short-term investments $102,781 $117,468
Collateral on loaned securities 270,118       288,565       


Total cash and cash equivalents $372,899 $406,033


     Capital Asset:
        Construction In Progress $3,186 -                
         Furniture and Fixtures, net 17                  -                


Total capital assets (net) $3,203 -                
Receivables:


Currency contracts           $547,775 $457,697
Currency contract gains           -                268               
Accrued dividends 3,664            4,240            
Accrued interest 9,819            9,255            
Accrued securities lending 113               103               
Securities sold 2,789            7,499            
Employer contributions 2,058            1,788            
Employee contributions 1,903            1,656            


Total receivables $568,121 $482,506
Investments, at fair value:


Commingled index funds $152,656 $163,761
Domestic equities 1,210,491   1,377,442   
United States and foreign government fixed income securities 198,090       210,114       
Domestic corporate fixed-income securities 713,543       720,300       
International equities 419,497       508,457       


Investments, at estimated fair value:
Private equities 245,809       210,182       
Real estate 236,687       302,767       


Total investments $3,176,773 $3,493,023
Total assets $4,120,996 $4,381,562


LIABILITIES:
Accounts payable $7,455 $6,645
Payable for securities purchased 8,597            13,315         
Investment fees payable 3,564            3,080            
Currency contracts 547,775       457,697       
Currency contract losses 1,174            -                
Securities lending collateral 270,118       288,565       


Total liabilities $838,683 $769,302


NET POSITION
Net Investment in capital assets $3,203 -                
Unrestricted $3,279,110 $3,612,260


 Net POSITION RESTRICTED FOR PENSION BENEFITS 3,282,313$ $3,612,260


The accompanying notes are an integral part of these financial statements.
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EMPLOYEES’ RETIREMENT FUND OF
THE CITY OF DALLAS


Statements of Changes in Fiduciary Net Position
December 31, 2018 and 2017


($ in thousands)


2018 2017
Additions:  
      Contributions:
         Employer $60,924 $58,966
         Employee 56,772         55,175         
                          Total contributions $117,696 $114,141


Net investment income:
        Dividends $57,666 $51,902
        Interest 46,217         43,151         
        Real estate dividend income 6,268            6,917            
        Net appreciation/(depreciation) in fair value of investments (261,974)     326,541       
        Securities lending rebates paid by borrowers (5,419)          (2,376)          
        Securities lending income 7,144            4,261            
                         Total investment income/(loss) ($150,098) $430,396
Less investment expenses:
       Investment management fees ($16,825) ($15,984)
       Custody fees (126)              (140)              
       Consultant fees (389)              (385)              
       Securities lending management fees (345)              (377)              
       Total investment expenses (17,685)        (16,886)        
                         Net investment income/(loss) (167,783)     413,510       
Other income 121               207               


                         Total additions ($49,966) $527,858


Deductions:
       Benefit payments $263,981 $253,534
       Refund of contributions 8,515            8,156            
       Administrative expenses 7,484            5,951            
       Depreciation expense 1                    -                
                         Total deductions $279,981 $267,641


Net increase/(decrease) in net position restricted for pension benefits ($329,947) $260,217


NET POSITION RESTRICTED FOR PENSION BENEFITS
       Beginning of year $3,612,260 $3,352,043


       End of year 3,282,313$ 3,612,260$ 


 The accompanying notes are an integral part of these financial statements.
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EMPLOYEES’ RETIREMENT FUND OF
THE CITY OF DALLAS


Notes to the Financial Statements
December 31, 2018 and 2017


1) Description of the Plan


a) General


The Employees’ Retirement Fund of the City of Dallas (“ERF” or the “Plan”) is a single-employer defined benefit 
pension plan that provides retirement, disability, and death benefits to its members, and is sponsored by the 
City of Dallas, Texas  (the “City”).  All employees of the City are members in the Plan, except police officers, 
firefighters, elected officers, non-salaried appointee members of administrative boards or commissions, part-
time employees working less than one-half time, temporary employees, individuals working under contract, 
and individuals whose salaries are paid in part by another government agency. Members are entitled to 
retirement benefits after five years of service and to survivor benefits after two years of service or at the date 
of eligibility for retirement.  The Plan was established and derives its authority to continue in operation from 
Chapter 40A of the Dallas City Code (“Chapter 40A”). The description of the Plan provisions in this report is 
for financial disclosure only.  It is not intended to create or reduce legal rights. The rights and responsibilities 
of the Board of Trustees, the Plan, the members and the retirees are governed by the Plan as set forth in 
Chapter 40A.  As of December 31, 2018 and 2017, the Plan’s membership consisted of:


2018 2017


Retirees and beneficiaries currently receiving benefits and inactive members 
entitled to benefits but not yet receiving them


8,716 8,290


Current members:
Vested 4,420 4,434


    Non-vested 3,164 3,404
Total current members 7,584 7,838


      Total membership 16,300 16,128


b) Plan Administration


The Plan is governed by seven Board members, consisting of three members appointed by the  City Council 
who may be Council members, three employee members of the Plan (elected by the membership) and the 
City Auditor (serving ex officio). The Board has general powers and duties to administer the Plan, including 
appointing an administrator to carry out the business of the Board, investing the assets of the Plan, making 
expenditures from the Plan, and determining members’ eligibility for benefits.


Based on a Plan amendment passed by the voters of the City of Dallas in November 2004, the Board annually 
increases or decreases contribution rates in a ratio where the City pays 63% and the employee pays 37% of 
the contribution rate as determined by the actuarial valuation. The Plan requires notice to the City of the 
contribution rates and provides procedures by which the City may review and challenge those rates; codifying 
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the Board’s policies and procedures relating to the Plan’s actuarial process and the City’s participation in the 
selection of an actuarial firm to perform a peer review/audit; increasing the Board from five members to 
seven by adding another employee-elected representative and another council-appointed representative 
effective March 1, 2005; increasing from three to four the number of Board members required to constitute 
a quorum; increasing the terms of the employee-elected representatives from two to three years; requiring 
Council approval before the Board may grant temporary or permanent discretionary adjustments to 
retirement benefits over and above the regular cost-of-living increases; correcting section references to 
the term “qualified recipient”; and authorizing either the Council or the Board to propose amendments to 
Chapter 40A, subject to approval by the Board, the Council, and the voters of the City.


Based on a Plan amendment passed by the voters of the City of Dallas in November 2016, a new tier 
of benefits was added to the Plan (Tier B), effective January 1, 2017. Benefits provided to each tier of 
membership are outlined below.


The Plan may be terminated only by ordinance recommended by the Board, adopted by the City Council, and 
approved by a majority of the voters of the City voting in a general or special election.  The Plan does not 
address allocation of the net position in the event of termination.


c) Pension Benefits


    Tier A 


Members of the Plan hired before January 1, 2017, are entitled to pension benefits equal to 2.75% of the 
average monthly earnings for each year of credited service. Average monthly earnings are based on the 
most beneficial to the member and are determined based on the member’s earnings for the highest three 
calendars years, last 6,240 hours of credited service, or the length of credited service if less than three years. 
Normal retirement age is 55 if credited service began before May 9, 1972 or age 60.


Tier A members are also eligible to retire at age 50 if the sum of the member’s age and credited service is 
equal to or greater than 78. Members who have completed 30 years of credited service may alternatively 
elect retirement before age 50; however, the pension benefits will be actuarially reduced based on the 
member’s age at retirement.


         Tier B


Members of the Plan hired on or after January 1, 2017 are entitled to pension benefits equal to 2.5% of the 
average monthly earnings of the member for each year of credited service. Average monthly earnings are  
based on the most  beneficial to the member and are determined based on the member’s earnings for the 
five highest calendar years, last 10,400 hours of credited service, or the length of credited service if less than 
five years. Normal retirement age is 65 with five years of credited service.


Tier B members who have completed 40 years of credited service may elect retirement at any age and are 
entitled to full pension benefits. Members who elect retirement before age 65 are entitled to an actuarially 
reduced pension benefit depending upon the age of the member. Active members may also elect to retire 
with actuarially reduced benefit once a combination of their age and years of service equal at least 80. 
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d) Cost of Living Adjustments (“COLA”)


COLA for retirees are made each year on the first of January by adjusting the pension base by the percentage 
change of the Consumer Price Index (“CPI”), not to exceed 5% for Tier A and 3% for Tier B members. The cost 
of living adjustment effective January 2018 was 2.05% and 1.44% effective January 2017. 


  


e) Disability and Death Benefits


Members who become totally and permanently disabled may qualify for a service-connected disability with 
no minimum service requirement, or a non-service connected disability with five or more years of credited 
service. Non-service connected benefits are based on actual credited service or a minimum of 10 years. 
Service-connected benefits are equal to normal retirement benefits or a minimum of $1,000.


Upon the death of an active married member with less than 15 years of service, the joint and one-half 
survivor option is the automatic death benefit.


If an active member has at least 15 years of service and is eligible to retire, the member may elect the joint 
and full survivor option.  Under this option, the member receives a reduced base pension payment which 
is actuarially computed based on the member’s age, average monthly earnings, years of credited service 
at retirement, and the relative age of the spouse. Upon the death of the member, this option pays the full 
amount of the member’s pension payment to the surviving spouse for life.


Upon the death of a member before retirement, death benefits equal to the normal retirement benefit will 
be paid to a qualified recipient: surviving spouse, minor child under age 18, a disabled child who became 
disabled before age 18, a dependent parent, or a parent over age 65. Death benefits vary depending on 
the beneficiary. The surviving spouse, the disabled child, or the dependent parent will receive a lifetime 
benefit unless the ten-year option is taken.  The minor child under age 18 will receive the normal retirement 
benefit for ten years or until reaching age 18.  If the member has less than two years of credited service, the 
member’s contributions will be refunded.


Upon the death of a retired member, a death benefit is paid in accordance with the option selected by the 
member at retirement. If there are no qualified recipients at the time of death and benefits have not been 
paid for ten years, death benefits are paid to the designee (an estate, a person or an entity) named by the 
member. The designee will receive a lump-sum payment based on ten years of benefit payments when 
the member’s death occurs before retirement. If death occurs after retirement, the designee will receive a 
commuted lump-sum payment representing the balance of a guaranteed ten-year period starting from the 
date of retirement. 


If a member does not have an eligible beneficiary, death benefits will be paid to the designee or member’s 
estate in one commuted value payment. Benefit payments will vary depending on whether death occurred 
before or after retirement. Upon the death of a member before retirement, the designee or member’s 
estate will receive a lump-sum payment based on ten years of benefit payments. Upon the death of a retired 
member, the designee or estate will receive a commuted value lump-sum payment representing the balance 
of a guaranteed ten-year period starting from the date of retirement.
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f) Contributions


If employment ends before attaining five years of service and before attaining eligibility for retirement, the 
member’s contributions will be refunded upon written request to the Plan.


If a member’s employment is terminated after five years of service, the member may elect a refund of 
contributions upon a written request, or the member may elect to receive pension benefits at normal 
retirement age equal to the amount accrued to the date of termination.


Based on the authorization in the Plan, the annual actuarial valuation will establish any new contribution 
rates for employees and the City. The new rates which became effective October 1, 2018 are 13.32% for 
employees and a combined rate of 22.68% of pay for the City. The City’s 22.68% is divided into 14.39% to 
the Plan and 8.29% for debt service payments on the pension obligation bonds. The former rates, effective 
October 1, 2017, were 13.32% of pay for employees and a combined rate of 22.68% of pay for the City. 


The amount contributed to the Plan may vary from the required rate as the annual required contribution 
is based upon covered payroll as of the actuarial valuation date, December 31, whereas contributions are 
calculated and paid based upon actual payrolls throughout the year. Certain factors, such as changes in 
benefit provisions, the size or composition of the population covered by the Plan or the actuarial assumptions 
used, may significantly affect the identification of trends in the amounts reported in the Schedule of Net 
Pension Liability and Schedule of Changes in Net Pension Liability located in the Required Supplementary 
Information section.


2)  Summary of Significant Accounting Policies


a) Basis of Accounting


The accompanying financial statements are prepared on the economic resources measurement focus 
and accrual basis of accounting. Accordingly, interest earned but not received and dividends declared but 
not received as of the Plan’s fiscal year end are recorded as accrued interest and dividends receivable, 
respectively. Contributions owed but not received as of the Plan’s fiscal year end are recorded as 
contributions receivable. Benefits and refunds are recorded when paid. In addition, unsettled investment 
purchases and sales are accrued.


b) Administrative Expenses


Administrative expenses are paid from the Plan’s contributions. The contribution rates calculated by the 
actuary take into consideration the expected administrative expenses.


c) Use of Estimates


The preparation of financial statements in conformity with accounting principles generally accepted in the 
United States of America requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities at the date of financial statements and the reported amount of revenues 
and expenses during the reporting period. Actual results could differ from those estimates.
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d) Investments and Investment Income


The Plan’s investment policy requires that investments comply at all times with applicable local, state and 
federal regulations. The Plan’s investment policy is based upon an asset allocation study that considers 
the current and expected condition of the Plan, the expected long-term capital market outlook and the 
Plan’s risk tolerance. Unless specifically permitted in the investment manager guidelines or other governing 
document, the investment policy prohibits the purchase of non-negotiable securities, short sales, selling on 
margin, puts, calls, straddles, options, or restricted stock. Also, unless specifically authorized in a manager’s 
individual guidelines, the investment policy prohibits the use of derivatives (See derivatives disclosure in 
note 3).


Marketable securities are valued at fair value based on quoted market prices, where available.  Purchases 
and sales of securities and any resulting gain or loss are recorded on a trade-date basis.  Net appreciation/
(depreciation) include the Plan’s gains and losses on investments bought and sold as well as held during the 
year. In July 2018, the Plan modified the asset allocation. The Plan’s asset allocation is shown in the following 
table.
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Asset Class Allocation %
US Equity


Domestic Equity 15.0
Real Estate 5.0
REITs 5.0
Private Equity 5.0
MLPs 7.5


Total US Equity 37.5


Non-US Equity
International 15.0
Global 7.5
Global Low Volatility 10.0
Total Non-US Equity 32.5


Total Equity 70.0


Credit Opportunities 5.0
Global Investment Grade 15.0
High Yield 10.0


Total Fixed Income 30.0


Total Fund Allocation 100.0


e) Private Equity


To enhance the potential for earning higher rates of return relative to its other asset classes and to provide 
for broader portfolio diversification, the Plan, in 2009, allocated 5% of its total Plan portfolio to Private Equity. 
Recognizing that Private Equity investments have higher risk levels, this target of 5.0% is to be allocated 
within an acceptable range of 0.0% to 7.0% of private equity-oriented investments.  Funding of committed 
capital in the private equity portfolio can occur over an extended time period and may take several years 
before the total allocation is fully invested.  In order to reach the allocation target, a “committed” allocation 
up to 1.5 times the allocation is authorized. The Plan currently has three Private Equity managers.


Investments in these funds as a limited partner are carried at estimated fair value. Estimated fair values of 
investments in private limited partnerships are determined by the fund managers or general partner based 
on the latest information available, including audited financial statements and other similar data necessary 
to the valuation process. The Private Equity value at December 31, 2018 and December 31, 2017 was $246 
million and $210 million, respectively.







2018 Comprehensive Annual Financial Report


32


EMPLOYEES’ RETIREMENT FUND OF
THE CITY OF DALLAS


Notes to the Financial Statements
December 31, 2018 and 2017


f) Real Estate


The Plan is authorized to allocate 5% of its portfolio to Private Real Estate. The Plan has two managers that 
manage Real Estate funds for a value of $237 million at December 31, 2018 and $303 million at December 
31, 2017. The Plan invests in Heitman’s core real estate fund, Invesco’s core fund, and in Invesco II which 
manages 1900 McKinney, LLC.


Estimated fair values of investments in these funds are determined by the fund managers based on their 
best estimates using fair value estimation techniques substantiated, in part, by their audited financial 
statements and supported by the due diligence of the Plan investment staff.


g) Foreign Currency Transactions


The Plan may enter into forward foreign currency exchange contracts for the purchase or sale of a specific 
foreign currency at a fixed price on a future date as a hedge against specific transactions or portfolio position 
to protect the Plan against adverse currency movements.  Entering into these arrangements involves the 
risk of dealing with counterparties and their ability to meet the terms of the contracts. These contracts are 
valued at fair value at the financial statement date, and any realized and unrealized gains and losses are 
recorded when they are incurred.


Investments denominated in foreign currencies at December 31, 2018 and 2017 were converted to U.S. 
dollars at the foreign exchange rates quoted at December 31, 2018 and 2017. These foreign exchange gains 
and losses are included in net appreciation/(depreciation) in fair value of investments in the accompanying 
Statements of Changes in Fiduciary Net Position.


h) Securities Lending 


The Board has authorized the Plan to enter into an agreement with The Northern Trust Company (“Northern 
Trust”) for the lending of certain of the Plan’s securities (the “Securities Lending Program” or “Program”) 
including, but not limited to, stocks and bonds to counterparty brokers and banks (“Borrowers”) for a 
predetermined period of time and fee.  


In 2009, the Board capped the securities lending exposure at $538.2 million.


i) Rate of Return 


For the year ended December 31, 2018, the annual money-weighted rate of return on pension plan 
investment, net of investment fees, was -4.99%. The money-weighted rate of return expresses investment 
performance, net of investment expenses, adjusted for the changing amounts actually invested.
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Schedule of Money-Weighted Investment Returns


For Year Ended December 31 Annual Investment Returns*
2016 8.88%
2017 13.08%
2018 -4.99%


*Annual money-weighted rate of return, net of investment fees and adjusted for the changing amounts 
actually invested. This schedule is intended to include information for ten years. Additional years will be 
included as they become available.


j) Capital Assets


Capital Assets, which include furniture, fixture, and software, are reported in Plan’s Financial Statements. 
Capital assets are defined by the Plan as assets with an initial, individual cost of more than $5,000 and an 
estimated useful life in excess of two years. As the Plan constructs or develops additional Capital Assets 
each period, they are capitalized and reported at historical cost. The reported value excludes normal 
maintenance and repairs which are essentially amounts spent in relation to capital assets that do not 
increase the capacity or efficiency of the item or increase its estimated useful life.


Furniture and fixtures are depreciated using the straight line method over an estimated useful life of 5-20 
years. Software is depreciated using the straight line method over an estimated useful life of 5-15 years. 
Construction in progress is not depreciated.


3)  Derivatives


Derivatives are generally defined as contracts whose values depend on, or are derived from, the value of an 
underlying asset, reference rate, or index. The Plan has classified the following as derivatives:


a) Currency Forward Contracts


A Currency Forward is a contractual agreement between two parties to pay or receive specific amounts 
of foreign currency at a future date in exchange for another currency at an agreed upon exchange rate. 
Forward commitments are not standardized and carry credit risk due to the possible nonperformance by 
one of the counterparties. The maximum potential loss is the aggregate face value in U.S. dollars at the time 
the contract was opened; however, the likelihood of such loss is remote. No such losses occurred during 
fiscal years 2018 and 2017. Currency forwards are usually traded over-the-counter. These transactions are 
entered into hedge risks from exposure to foreign currency rate fluctuation and to facilitate trade settlement 
of foreign security transactions. Currency Forwards carry market risk resulting from adverse fluctuations in 
foreign exchange rates. Recognition of realized gain or loss depends on whether the currency exchange 
rate has moved favorable or unfavorable to the contract holder upon termination of the contract. Prior to 
termination of the contract, the Plan records the unrealized currency translation gain or loss based on the 
applicable exchange rates.


The Plan recognized a net realized loss on forward contracts of $2.5 million as of December 31, 2018 and 
a net realized gain of $830 thousand as of December 31, 2017. As of December 31, 2018, the Plan had a 
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net unrealized loss on forward contracts of $959 thousand and a net unrealized gain of $268 thousand at 
December 31, 2017. These gains and losses are included in net appreciation/(depreciation) in fair value of 
investments in the accompanying Statements of Changes in Fiduciary Net Position. 
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Currency forward contracts outstanding at December 31, 2018 and 2017 were approximately $548 million 
and $458 million, respectively ($ in thousands).


2018 2017


Currency Forward Currency Forward
Currency Contracts Outstanding Contracts Outstanding


Australian Dollar $ 36,152                            $ 31,982 
Brazilian Real 1,642       1,574
Canadian Dollar 31,866     31,881
Chile Peso 4,651         3,425
Chinese Yuan renminbi 2,038 -
Columbian Peso 2,341 100
Czech Koruna 2,985       4,102 
Denmark Krone 249          525
Euro                             29,519     28,659
Hong Kong Dollars 4,509              4,866
Hungary Forint 337      2,726
Indonesia-Rupiahs 1,088          114
Indian Rupee 11,484     5,255
Israel Shekel 1,221             -
Japanese Yen 32,826   38,122
Korean Won -            1,722
Mexican Peso 6,082 5,564
New Zealand Dollar 23,178 14,107
Norwegian Krone 22,238                       11,229
Peruvian Nuevo Sol - 20
Philippine Peso 1,429 899
Poland Zloty 1,928               4,191
Russia Ruble 3,061   1,723
Singapore Dollar 3,501    2,252
South Africa Rand 4,561 2,940
South Korea Won 5,031 -
Swedish Krona 19,532             9,021
Switzerland Franc 11,255    9,239
Thailand Baht 152        157
Turkey Lira 519 5,315
Taiwan New Dollar 556               2,651
UK Pound 16,004                          9,859
US Dollar 265,840                   223,477
Totals         $547,775           $457,697
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b) Other Forward Contracts


Forward Contracts other than Currency Forward Contracts include rights and warrants and various other 
contractual agreements between two parties to buy or sell an asset at a specified price on a certain future 
date. Forward Contracts carry credit risk due to the possible nonperformance by one of the counterparties. 
The maximum potential loss is the aggregate face value in U.S. dollars at the time the contract was opened; 
however, the likelihood of such loss is remote. No such losses occurred during fiscal years 2018 and 2017.  
Forward Contracts are usually traded over-the-counter. These transactions are entered into to hedge risks 
from exposure to fluctuations in prices in securities, commodities, or other financial instruments. Forward 
Contracts carry market risk resulting from adverse fluctuations in price. Recognition of realized gain or loss 
depends on whether the price of the asset has moved favorable or unfavorable to the contract holder upon 
termination of the contract. Prior to termination of the contract, the Plan records the unrealized gain or loss 
based on the applicable rates.


The Plan recognized a net realized gain on Forward Contracts of $1.4 million as of December 31, 2018. As of 
December 31, 2018, the Plan had a net unrealized gain on Forward Contracts of $95 thousand. These gains 
are included in net appreciation/(depreciation) in fair value of investments in the accompanying Statements 
of Changes in Fiduciary Net Position. 


c) Swaps


A Swap is an agreement between two or more parties to exchange a sequence of cash flows over a period 
of time in the future. No principal is exchanged at the beginning of the Swap. The cash flows that the 
counterparties exchange are tied to a notional amount. The agreements provide, at predetermined future 
dates, the Plan pays interest based upon a notional principal amount and receives a return based upon 
the underlying instrument. Notional amounts represent the volume of outstanding transactions and do 
not represent the potential gain or loss associated with market risk or credit risk of such instruments. Risk 
associated with swaps includes adverse movements in the underlying instrument.  


As of December 31, 2018, the Plan had a net unrealized loss on Swaps of $310 thousand. The gains and 
losses are included in net appreciation/(depreciation) in fair value of investments in the accompanying 
Statements of Changes in Fiduciary Net Position.


d) Futures      


Financial Futures are agreements to purchase or sell a specific amount of an asset at a specified delivery 
or maturity date for an agreed upon price. These derivative securities are used to improve yield, adjust the 
duration of the fixed income portfolio, circumvent changes in interest rates, or to replicate an index. Futures 
Contracts are standardized and traded on organized exchanges, thereby minimizing the Plan’s risk. There 
were no outstanding futures contracts at December 31, 2018 and December 31, 2017.


The Plan recognized a net realized loss of $2.5 million. The loss is included in net appreciation/(depreciation) 
in fair value of investments in the accompanying Statements of Changes in Fiduciary Net Position.
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As of December 31, 2018 and 2017 open derivatives contracts values are as follows ($ in thousands):


12/31/2018 12/31/2017


Derivative Type
Total 


Notional Value
Total 


Fair Value
Total 


Notional Value
Total 


Fair Value
Forward Contracts         $547,775 ($959) $457,697 $268
Other Forwards 8,384 95 - -
Swap Agreements - (310)         52,285        299


Totals $556,159 ($1,174) $509,982 $567


4)   Deposit and Investment Risk Disclosures 


Deposits and investments of state and local governments are exposed to risks that have the potential to result 
in losses. The common deposit and investment risks include Custodial Credit Risk, Credit Risk, Concentration of 
Credit Risk, Interest Rate Risk, and Foreign Currency Risk. The required disclosures related to these risks and the 
Plan’s exposures to these risks are disclosed in the following sections.


a)  Custodial Credit Risk


In the event of a failure of the counterparty, Custodial Credit Risk is the risk that the Plan will not be able to 
recover the value of its investment or collateral securities that are in the possession of an outside party.  The 
Plan’s custodial credit risk policy is set forth in Chapter 40A of the Dallas City Code and in the master custody 
agreement which includes the Securities Lending Program. All investments are registered in the name of 
Employees’ Retirement Fund of the City of Dallas or in the name of the Plan’s custodian established through 
a master trust custodial agreement. The securities are held by the custodian in the name of the Plan. 


As of December 31, 2018 the Plan had $2.2 million or 0.07% of its approximate $3.2 billion total investments 
(excluding short term investments) exposed to Custodial Credit Risk. The risk exposure at December 31, 
2017 was $1.5 million or 0.04% of total investments (excluding short term investments) of approximately 
$3.5 billion. These exposures were uninsured and uncollateralized deposits held by custodian banks outside 
of the United States. The Plan has experienced no losses on these deposits during the year.


b) Concentration of Risk


Concentration of Credit Risk is the risk of loss attributed to the magnitude of an investment in a single issuer. 
A concentration of investments in any one single issuer of debt securities presents a greater risk for loss in 
the event that the issuer fails on its obligations.


The Board has contracted with third party investment managers to manage the investment portfolio of the 
Plan, subject to the policies and guidelines established by the Board. The Plan’s Concentration of Credit 
Risk policy is communicated to individual managers in their guidelines through limitations or restrictions 
to securities, sectors, debt ratings, and other factors that may be applicable to a particular manager. As the 
Plan’s custodian bank, Northern Trust has responsibility for the safekeeping of certain investments, handling 
of transactions based on the instructions of investment managers, and recordkeeping for the investment 
transactions.







2018 Comprehensive Annual Financial Report


38


EMPLOYEES’ RETIREMENT FUND OF
THE CITY OF DALLAS


Notes to the Financial Statements
December 31, 2018 and 2017


The Plan had no investments that individually represent 5% or more of the net position available for Plan 
benefits at December 31, 2018. 


c) Credit Risk


Credit Risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. 
Credit quality ratings for the Plan’s investments in Fixed Income securities as of December 31, 2018 and 
2017 are included in the following schedule. Securities are rated using Standard and Poor’s quality ratings as 
presented following in the rating scale. 


The Plan’s strategic Fixed Income Investment Policy allocates 30% of the total assets to Fixed Income. The 
policy provides for investment of up to 15% of the Fixed Income allocation in investment grade assets, 
up to 10% of the Fixed Income allocation in High Yield (below investment grade) assets, and up to 5% for 
Opportunistic Credit. The investment grade allocation also allows selected managers to invest in non-US 
dollar issues on an opportunistic basis up to 20% of their portfolio assets.  
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          Long term bond ratings as of December 31, 2018 and 2017 are as follows ($ in thousands):


2018 2017


Quality Rating Fair Value % of Bond Portfolio Fair Value %  of Bond Portfolio


AAA $57,599 6.32% $60,609 6.51%
AA+ 17,386 1.91 24,083 2.59
AA 4,828 0.53 5,514 0.59
AA- 6,344 0.70 7,119 0.77
A+ 6,919 0.76 4,307 0.46
A 5,692 0.62 5,383 0.58
A- 23,476 2.58 22,797 2.45
BBB+ 16,478 1.81 24,985 2.69
BBB 16,429 1.80 13,384 1.44
BBB- 20,193 2.22 19,979 2.15
BB+ 28,069 3.08 33,752 3.63
BB 43,445 4.77 48,745 5.24
BB- 56,002 6.14 76,529 8.23
B+ 45,113 4.95 61,139 6.57
B 40,248 4.42 63,069 6.78
B- 36,414 3.99 48,224 5.18
CCC+ 11,647 1.28 18,131 1.95
CCC 2,716 0.30 6,822 0.73
CCC- 71 0.01 1,874 0.20
CC 226 0.02 1,591 0.17
C 371 0.04 469 0.05
DDD 149 0.02 192 0.02
D 1,455 0.16 882 0.09
Not rated (NR)* 257,858 28.29 292,290 31.42


U.S. Government 
Fixed Income                    
securities (NR)** 212,505 23.31 88,545 9.52


               $911,633 100.00%                  $930,414 100.00%     
 
* NR-Investments that are not rated.
**NR-U.S. Treasury Bonds and Notes are obligations of the U. S government or explicitly guaranteed by the US. government 


and therefore are not considered to have a credit risk.
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d) Foreign Currency Risk 


Foreign Currency Risk is the risk that changes in exchange rates will adversely affect the fair value of an 
investment or deposit. The Plan’s Foreign Currency Risk policy is communicated to those managers who 
are authorized to hedge currencies in their guidelines and sets specific parameters for each manager 
individually.


The Plan’s investment policies limit the aggregate amount that can be invested in each class of investments. 
The Equity Investment Policy sets an allocation of 15% of assets to international equity, 7.5% of assets to 
Global Equity and 10% to Global Low Volatility Equity. 


The Plan’s positions in International Equity securities, directly and through commingled funds, were 13.21% 
and 14.56% of invested assets at December 31, 2018 and 2017, respectively. The Plan’s position in Global 
Equity securities was 3.75% and 3.24% of invested assets at December 31, 2018 and 2017, respectively. The 
Plan’s position in Global Low Volatility Equity was 10.57% at December 31, 2018 and 10.73% at 2017. The 
Plan’s positions in Global Fixed Income assets were 6.24% and 6.02% of invested assets at December 31, 
2018 and 2017, respectively.  
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Non-US Dollar denominated investments at December 31, 2018 and 2017 were as follows ($ in thousands):


2018 2017
U. S. Dollars Balance of Investments U. S. Dollars Balance of Investments


Currency Equities Fixed Currency  Forward Equities Fixed Currency Forward


Australian Dollar $10,060 $3,001 $36,152  $10,605   $1,117 $31,982        
Australian Schilling - - - - - -
Belgium Franc - - - - - -
Brazil Real 4,332 - 1,642   3,350 - 1,574             
British Pound Sterling 43,953 1,899 16,004 51,804 - 9,859
Canadian Dollar 30,783 - 31,866 36,062 - 31,881
Chile Peso - -           4,651 - -         3,425
Columbia Peso - - 2,341 - -            100
Czech Republic-Koruna 1,739 - 2,985 1,298- - 4,102        
Denmark Krone 7,443 - 249      7,090 - 525
Dutch Guilder - - - - - -
Euro 88,926 13,243 29,519 106,143 2,316 28,659               
Finland Markka - - - - - -
French Francs - - - - - -
German Marks - - - - - -
Hong Kong Dollars 39,485 - 4,509 42,828 - 4,868
Hungary-Forint 893 - 337 1,648 - 2,726
Indian Rupee - - 11,484 - - 5,255
Indonesia-Rupiahs 2,606 3,934 1,088 3,713 - 114
Israel Shekel 5,006 - 1,221 5,218 - -
Italian Lira - - - - - -
Japanese Yen 81,183 - 32,826 87,550 - 38,122
Korean Won - - - - -       1,722              
Malaysia Ringgit 1,802 - - 3,614 - -
Mexican Peso 1,793 - 6,082 2,847 - 5,564
New Zealand Dollar 4,203 - 23,178 4,072 - 14,107
Norwegian Krone 5,256 - 22,238 6,643 - 11,229
Offshore-Chinese-
Renminbi 3,153 - 2,038 - - -
Peruvian Nuevo Sol - - - - 20
Philippines-Pesos 1,029 - 1,429 1,248 - 899 
PEI - - - - - -
Poland-Zloty 1,006 - 1,928 1,389 - 4,191
Qatar-Ryal 800 - - - - -
Portuguese Escudos - - - - - -
Russian Ruble 3,928 - 3,061 - - 1,723
Singapore Dollar 2,406 - 3,501 4,689 - 2,252
South Africa Rand 4,206 4,258 4,561 5,668 - 2,940
South Korea-Won 14,810 - 5,031 - - -
Spanish Pesetos - - - -           - -
Swedish Krona 13,005 - 19,532 14,087           - 9,021
Swiss Franc 30,817 - 11,255 30,617           - 9,239
Taiwan New Dollar 3,609 - 556 3,876           - 2,651
Thailand Baht 7,846 - 152 1,763           - 5,315
Turkish Lira 585 - 519 4,012           -       7,973
United Arab-Dirham 159 - -       11        -     -
         Total $416,822    $26,335 $281,935 $471,093 $3,433 $34,220 
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EMPLOYEES’ RETIREMENT FUND OF
THE CITY OF DALLAS


Notes to the Financial Statements
December 31, 2018 and 2017


e) Interest Rate Risk


Interest Rate Risk is the risk that future changes in prevailing market rates of interest will have an adverse 
effect on the fair value of debt investments. The fair values of securities with long terms to maturity may be 
highly sensitive to interest rate changes.  


As of December 31, 2018 and 2017 the weighted-average maturity of the bonds by bond type are as follows 
($ in thousands):  


Bond Category


2018 2017


Fair Value
Weighted Average  


Maturity (years) Fair Value
Weighted Average Maturity 


(years)
Asset Backed Securities $32,791 12.20 $33,419 10.19
Bank Loans 25,806 5.45 8,441 5.25
Commercial 
Mortgage-Backed 29,389 27.36 26,143 27.76
Corporate Bonds 493,235 7.97 516,203 7.64
Government 
Agencies 56,211 18.95 167,634 11.96


Government Bonds 151,413 13.33 57,660 10.66
Government 
Mortgage-Backed 
Se 194,708 curities 91,145 20.47 88,983 31.71
Index Linked 
Government Bonds        7,635 11.93 1,060 29.98
Municipal/ Provincial 
Bonds        13,729 20.80 20,832 16.20
Non-Government 
Backed CMOs 10,279 24.23 10,039 22.71


                      
Total $911,633 $930,414


Portfolio Weighted  
Average Maturity 11.90 10.42


Government Mortgage Backed Securities are most sensitive to changes in interest rates as their prepayments 
can vary significantly with interest rate changes. This change in prepayments will generally cause the 
duration, or Interest Rate Risk, of these securities to increase when interest rates rise and decrease when 
interest rates fall. These securities represent 11.81% and 10.02% of the total fixed income portfolio for 2018 
and 2017 at year end. Their fair values at year end 2018 and 2017 were $107.7 million and $103.3 million, 
respectively. The Plan’s Interest Rate Risk policy is communicated to the Fixed Income managers through the 
Fixed Income Asset Policy and each manager’s guidelines.
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Notes to the Financial Statements
December 31, 2018 and 2017


 5)   Appreciation/(Depreciation) of Investments


In 2018 and 2017, the Plan’s investments, including investments bought, sold, and held during the year, 
appreciated/(depreciated) in value as follows ($ in thousands):


        2018           2017
Investments, at fair value:   


Commingled index funds ($14,086)  $15,714


Domestic equities (175,581)          56,379


United States and foreign government fixed income securities (14,947)        7,069


Domestic corporate fixed-income securities (39,187)  3,203


International equities (42,464)     219,894


Short-term investments (447)        (407)


Currency  contracts        260       385


($286,452) $302,237


Investments, at estimated fair value:
Real estate $11,876           $(2,718)
Private equity and venture capital funds 12,602           27,022 


($261,974) $326,541


6)    Fair Value Measurement


The Plan’s investments are measured and categorized according to fair value hierarchy guidelines established by 
Generally Accepted Accounting Principles.


The definition of fair value is the price that would be received to sell an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement date.


These guidelines recognize a three-tiered fair value hierarchy, as follows:


Level 1:  Quoted prices for identical investments in active markets;
Level 2:  Observable inputs other than quoted market prices in active market; and, 
Level 3:  Significant unobservable inputs.
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EMPLOYEES’ RETIREMENT FUND OF
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Notes to the Financial Statements
December 31, 2018 and 2017


At December 31, 2018, the Plan had the following recurring fair value measurements ($ in thousands):


Investments at Fair Value Measurement
As of December 31, 2018


                                                                                                                                    Fair Value Measurements Using
Investments by Fair Value Level 12/31/2018 Level 1 Level 2 Level 3


Cash and Short -Term Investment:
  Short-Term Investment Fund $102,781 $102,781
Total Cash and Short -Term Investment $102,781 $102,781


Fixed Income:
  Domestic Asset-Backed and Mortgage-Backed $73,347 $73,347
  US Government and Agency Obligations 271,958 271,958
  Domestic Corporate and Taxable Municipal Bonds 543,401 543,401
   Total Fixed Income $888,706 $888,706


Equity:
  Domestic Common and Preferred Stock $840,247 $838,861 $1,386
  International Common and Preferred Stock 461,302 461,066 $54 182
   Total Equity $1,301,549 $1,299,927 $54 $1,568


   Directly Owned Real Estate $236,687 $236,687


Total Investments by Fair Value Level $2,529,723 $1,402,708 $888,760 $238,255


Investments Measured at Net Asset Value
  Collective Trust $481,095
Alternative Investments:
  Private Equity $245,809
  Private Debt 22,927
Total Alternative Investments $268,736


Total Investments Measured at Net Asset Value $749,831
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Notes to the Financial Statements
December 31, 2018 and 2017


7)   Securities Lending


During the year, Northern Trust lent, on behalf of the Plan, securities held by Northern Trust as Plan custodian and 
received cash, United States government securities, agency securities, and irrevocable bank letters of credit as 
collateral.  Northern Trust did not have the ability to pledge or sell collateral securities absent a Borrower default. 
Northern Trust’s Core USA Collateral Section establishes requirements for participation, collateralization levels, 
cash and non-cash collateral guidelines, and investment guidelines for the collateral received from borrowers.  
Borrowers were required to put up collateral for each loan equal to: (i) in the case of loaned securities, the 
collateral for which is all denominated in the same currency as the loaned securities, 102% of the fair market 
value of the loaned securities plus any accrued but unpaid distributions thereon, and (ii) in the case of loaned 
securities denominated in a different currency from the loaned securities, 105% of the fair market value of the 
loaned securities plus any accrued but unpaid distributions thereon. Additionally, the guidelines set maturity/
liquidity requirements for the collateral received from borrowers.  The following table shows for open loans at 
December 31, 2018 and 2017, the type of collateral held, the fair value of the securities on loan, and the fair 
value of the collateral held ($ in thousands).


Collateral Type


12/31/2018 12/31/2017


Fair Value
Collateral 


Market Value 
Collateral 


Percentage Fair Value
Collateral 


Market Value
Collateral 


Percentage


Cash $264,410 $270,118 102% $281,143 $288,565 103%
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The following represents the balances relating to the securities lending transactions as of December 31, 2018 
and 2017 ($ in thousands):


Securities Lent


12/31/2018 12/31/2017


Underlying 
Securities


Securities 
Collateral 


Value


Cash 
Collateral 


Investment  
Value


Underlying 
Securities


Securities 
Collateral 


Value


Cash 
Collateral 


Investment  
Value


Lent for cash collateral:


Domestic equities $119,521   $      - $121,813    $127,383         $      - $130,814
Domestic corporate  fixed 
income 80,135 - 81,783 88,621           -    90,933


Global  corporate fixed 
income  2,476 - 2,598     - - -


Global  government fixed 
income 6,062 - 6,396 - - -


International equities 8,408    -   8,848       9,350         -   9,828


Global Agencies 199 - 203 - - -


US Agencies 497 - 505     724 - 740


US government fixed       47,112 -     47,971       55,065 -        56,250


                  Subtotal $264,410 $      -          $270,118 $281,143 $      -          $288,565


Disclosure of securities lending income is shown gross with the associated reductions for investment expenses 
on the Statements of Changes in Fiduciary Net Position, and the cash collateral and associated securities lending 
payable is shown on the Statements of Fiduciary Net Position for December 31, 2018 and 2017.  The net income 
from securities lending in 2018 was $1.4 million compared to $1.5 million in 2017. 


8)   Federal Income Tax Status


The Internal Revenue Service issued a determination letter dated May 24, 2016, stating that the Plan was designed 
in accordance with applicable Internal Revenue Code requirements as of that date. The Plan administrator 
believes that the Plan is currently designed and being operated in compliance with the applicable requirements 
of the Internal Revenue Code. Therefore, the Plan was qualified and the related trust was tax exempt as of the 
financial statement dates.
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9)   Capital Assets


Capital assets activity for the year ended December 31, 2018, was as follows ($ in thousands).


Balance
12/31/2017 Increases Decreases


Balance
12/31/2018


Capital assets not being depreciated:
Construction in progress $ $3,186 $ $3,186


Capital assets being depreciated:
Furniture and fixtures 18 18


Less: Accumulated depreciation for:
Furniture and fixtures (1) (1)


Total capital assets being depreciated, net 17 17


Total capital assets $ $3,203 $ $3,203
                                                           


10)   Schedule of Net Pension Liability


a) The components of the net pension liability of the City at December 31, 2018 and 2017 respectively were as 
follows ($ in thousands).


Description         2018           2017
Total Pension Liability $5,547,964  $4,377,844
Plan Fiduciary Net Position 3,282,313                                3,612,260
Net Pension Liability 2,265,651      765,584
Plan Fiduciary Net Position as a 
Percentage of Total Pension Liability 59.16%         82.51%
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b) Actuarial Methods and Assumptions:


  Valuation date December 31, 2017 for most recent Actuarially  Determined Employer 
Contribution (“ADEC”) shown on Schedule of Contributions


   
  Actuarial Cost Method Entry Age Normal        
 


  Asset Valuation Method 5-year smoothed market


  Amortization Method The ADEC is initially based on a 30-year open amortization period. As 
specified in the Plan’s governing documents, the rate may not change 
from year to year if the calculated rate is less than 300 basis points 
different from the current rate.


  Remaining Amortization Period        Not determined, see description of amortization method


  Investment Rate of Return         7.75% 


  Salary Increases          3.25% to 6.25%, including inflation


  Inflation             2.75% per year


  Retirement Age Experienced-based table of rates that are specific to the type of eligibility 
condition. Last updated for the December 31, 2014 valuation pursuant 
to an experience study of the 5-year period December 31, 2014.


  Mortality For Actives:     
Males – RP-2000 Employee Mortality Table for male employees, set 
forward 4 years.
Females – RP-2000 Employee Mortality Table for female employees, set 
back 5 years.


For Healthy Retirees:      
Males – RP-2000 Combined with Blue Collar Adjustment for male 
annuitants, with a 109% multiplier and fully generational morality using 
improvement scale BB.
Females – RP-2000 Combined with Blue Collar Adjustment for female 
annuitants, with a 103% multiplier and fully generational mortality using 
improvement scale BB.


For Disabled Lives:        
RP-2000 Disabled Mortality Table for male annuitants, set forward one 
year. 
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Other Information 
Notes:   There were no benefit changes during the year. 


The assumptions described were for the most recent ADEC shown in the schedule of 
contributions. The assumptions used in determining the Net Pension Liability as of 
December 31, 2018 were those used in the actuarial valuation as of December 31, 
2018.  Please see the actuarial valuation report for a complete description of those 
assumptions.     


The long term rate of return on pension plan investments was estimated using a building block methodology 
in which best-estimate ranges of expected future real rates of return are developed for each major asset class. 
These ranges are combined to produce the long term expected rate of return by weighting the expected future 
real return rates by the target asset allocation percentage and by adding expected inflation. The following table 
shows the best estimates of geometric real rates of return for each of the Plan’s asset classes.


 
Asset Class


Long-Term Expected 
Real Rate of Return


Domestic Equity   6.25%
Global Equity 6.45
Global Equity Low Volatility 6.45
Global Fixed Income 4.95


High Yield Fixed Income 4.95
International Equity 6.45
MLPs 9.60
Opportunistic Credit 5.75
Private Equity 8.75
Real Assets 5.65
REITS 5.40


c)   Discount rate: A single discount rate of 5.98% was used to measure the total pension liability. This single   
discount rate was based on the expected rate of return on pension plan investments of 7.75% and the   
municipal bond rate of 3.71%. The projection of cash flows used to determine this single discount rate 
assumed that plan member contributions and employer contributions will be made at the projected 
future contribution rates assuming that the Plan annually earns 7.75% on its market value of assets and 
that the number of active members remains constant in the future. Based on these assumptions and the 
Plan’s funding policy, the last year in the single discount rate projection period for which projected benefit 
payments were fully funded was 2048, and the resulting single discount rate is 5.98%. 
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d)  Sensitivity of the net pension liability to changes in the discount rate. Below is a table providing the 
sensitivity of the net pension liability to changes in the discount rate. In particular, the table presents the 
plan’s net pension liability, if it were calculated using a single discount rate that is 1-percentage-point lower 
or 1-percentage-point higher than the single discount rate: 


  Sensitivity of the Net Pension Liability    
  To the Single Discount Rate Assumption    
 ($ in thousands)   
               
 1% Decrease   Current Single Discount Rate    1% Increase   
 4.98%   5.98%   6.98%   
 $3,006,846     $2,265,651    $1,653,805   
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SCHEDULE OF CHANGES IN NET PENSION LIABILITY AND RELATED RATIOS
($ in thousands)


FY ended December 31, 2018 2017 2016 2015 2014
Total Pension Liability
Service Cost $84,843           $81,178 $133,457 $78,020 $62,065            
Interest on the Total Pension Liability 332,011 325,620 305,826 313,847 290,948
Difference between Expected and Actual 
Experience 4,793 (59,066) (38,327) (26,829) (21,967)


Assumption Changes 1,020,969 (1,227,079) 1,238,431 292,137 
Benefit Payments (263,981) (253,534) (243,775) (235,106) (225,614)
Refunds (8,515)  (8,156) (5,864) (4,854)     (4,629)
Net Change in Total Pension Liability $1,170,121 $86,042 ($1,075,762) $1,363,509 $392,940
Total Pension Liability  - Beginning 4,377,844 4,291,802 5,367,564 4,004,055 3,611,115
Total Pension Liability – Ending (a) $5,547,964        $4,377,844 $4,291,802 $5,367,564 $4,004,055            


Plan Fiduciary Net Position
Employer Contributions $60,924           $58,966 $56,130 $50,721 $45,833              
Employee Contributions 56,772 55,175 53,436 50,742 46,536


Pension Plan Net Investment Income
(167,783) 413,5110 294,918 (53,344) 207,992


Benefit Payments (263,981) (253,534) (243,775) (235,106) (225,614)
Refunds (8,515) (8,156) (5,864) (4,598) (4,629)


Pension Plan Administrative Expense
(7,485) (5,951) (5,343) (4,598) (4,150)


Other 121              207 333 162        157
Net Change in Plan Fiduciary Position ($329,947) $260,217 $149,835 ($196,277) $66,125
Plan Fiduciary Net Position - Beginning 3,612,260 3,352,043 3,202,208 3,398,485 3,332,360
Plan Fiduciary Net Position – Ending (b) $3,282,313 $3,612,260 $3,352,043 $3,202,208 $3,398,485


Net Pension Liability – Ending (a)-(b) $2,265,651  $765,584 $939,759 $2,165,356 $605,570                 


Plan Fiduciary Net Position as Percentage 
of Total Pension Liability 59.16% 82.51% 78.10% 59.66% 84.68%
Covered Employee Payroll $423,083  $410,913 $402,077 $383,669 $363,109


Net Pension Liability as a Percentage of 
Covered Employee Payroll 535.51% 186.31% 233.73% 564.38% 168.95%


Notes to Schedule:
The covered employee payroll is the sum of the active members’ pay for valuation purposes as of the measurement 
date. An active member’s valuation pay is the greater of their actual pay for the just completed calendar year or their 
current annual rate of pay.
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SCHEDULE OF MONEY-WEIGHTED RATES OF RETURN
 


2018 2017 2016 2015 2014
Rate of Return -4.99% 13.08% 8.88% 1.92% 6.52%


Note to Schedule:
This schedule is intended to show information for ten years. Additional years’ information will be displayed as it 
comes available.


   


SCHEDULE OF THE NET PENSION LIABILITY (HISTORICAL)
Last 10 Fiscal Years
($ in thousands)


FY Ending
December 31, 


Total Pension 
Liability


Plan Net 
Position


Net Pension 
Liability


Plan Net 
Position as a % 


of Total Pension 
Liability


Covered 
Payroll


Net Pension 
Liability as a 


% of Covered 
Payroll


2014 $4,004,055 $3,398,485   $605,570 84.68% $353,650 171.23%
2015  5,367,564 3,202,208 2,165,356 59.66  383,669 564.38
2016  4,291,802 3,352,043   939,759 78.10  402,077 233.73
2017  4,377,844 3,612,260   765,584 82.51  410,913 186.31
2018 5,547,964 3,282,313 2,265,651 59.16 423,083 535.51


Notes to Schedule:
The covered employee payroll is the sum of the active members’ pay for valuation purposes as of the measurement 
date. An active member’s valuation pay is the greater of their actual pay for the just completed calendar year or their 
current annual rate of pay.


This schedule is intended to show information for ten years. Additional years’ information will be displayed as it comes 
available.
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SCHEDULE OF CONTRIBUTIONS
Last 10 Fiscal Years
($ in thousands)


FY Ending 
December 31,


Actuarially 
Determined 


Contribution1
Actual 


Contributions2
Contribution 


Deficiency (Excess) Covered Payroll


Actual Contribution 
as a % of Covered 


Payroll
2009 $20,148 $25,232 ($5,084) $373,807 6.75%
2010 33,952 27,323 6,629 336,490 8.12
2011 33,612 27,302 6,310 312,380 8.74
2012 41,570 30,363 11,207 319,274 9.51
2013 56,394 37,823 18,571 340,748 11.05
2014 61,747 45,833 15,914 353,650 12.62
2015 64,648 50,721 13,927 383,669 13.22
2016 84,316 56,130 28,186 402,077 13.96
2017 86,785 58,966 27,819 410,913 14.35
2018 90,328 60,924 29,404 423,083 14.40


Notes to Schedule:
1. The Actuarially Determined Employer Contribution (“ADEC”) shown is the employer contribution based on a 30-


year open amortization period prior to fiscal year 2006. Beginning in fiscal year 2006 the Current Adjusted Total 
Obligation Rate (“CATOR”), as specified in City Ordinance No. 25695, reduced by the member contribution rate and 
the debt service on the pension obligation bonds is shown. 


2.  Since the City’s fiscal year is October 1 to September 30 and the Plan’s fiscal year is the calendar year, the contribution 
amounts shown above are a blend of the City’s two fiscal year rates that occur during the calendar year.
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SCHEDULE OF ADMINISTRATIVE EXPENSES
as of December 31, 2018
($ in thousands)


Personal services:
Salaries $3,409 
Retirement  357 
Insurance  140 


Total Personal Services $3,906 


Professional services:
Actuary Service $69 
Accounting & Audit Fees  102 
Attorney Fees  929 
Medical  11 


Total Professional Services $1,111 


Operating Services:
Data Processing $243 
Parking  7 
Printing  62 
Rent  480 
Supplies and Services  124 
Telephone  4 
Travel and Training  165 
Membership Due  11 
Board Expenses  4 
Indirect and Other Costs  725 
Total Operating Services $1,825 


Furniture & Fixtures:
Furniture $303 
Other  339 
Total Furniture & Fixtures $642 


Total Administrative Expenses $7,484 
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SCHEDULE OF INVESTMENT EXPENSES
as of December 31, 2018
($ in thousands)


Manager Fees $16,825
Custodian Fees 126
Securities Lending Fees* 345
Investment Consultant Fees 389


Total Investment Expenses $17,685


*Securities lending fees include broker rebates and the lending agent's fees.


SCHEDULE OF PAYMENTS FOR PROFESSIONAL SERVICES
as of December 31, 2018
($ in thousands)


Accounting and Audit:  
STP Investment Services $56
Grant Thornton LLP 46


Actuarial:
Gabriel, Roeder, Smith & Company 69
 
Legal:
Foster Pepper PLLC 312
Locke Lord LLP 607
Miklos Cinclair PPLC 10
 
Medical:
Various 11


Total Professional Services Payments $1,111 
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Thomas Toth, CFA
Managing Director, Wilshire Associates


May 28th, 2019


Ms. Cheryl Alston
Executive Director
Employees’ Retirement Fund of the City of Dallas
1920 McKinney Avenue, 10th Floor
Dallas, TX 75201


Re: 2018 Performance Results


Dear Cheryl:


The purpose of this letter is to review the 2018 investment performance results of the Employees’ Retirement Fund 
of the City of Dallas (“ERF”, “the Fund”).


After an unprecedented year of calm in 2017 where investors made money in virtually every asset class, investors 
had almost no positive asset markets to turn to during 2018. Stocks took investors on a wild ride in 2018 with the 
most dramatic drop occurring in the final month of the year. Equity markets around the world posted negative 
returns for 2018. Looking at broad market indices, the US market (-5.3%) outperformed relative to its developed 
(-13.8%) and emerging markets (-14.6%) peers. Value stocks were positive vs. growth stocks in emerging markets 
but negative in the US and non-US developed markets. Small caps underperformed large caps across all geographies 
and defensive sectors led the way with health care and utilities ending the year up +6.3% and +4.1% respectively.


Throughout the year economic data remained strong with accelerating corporate earnings growth and headline 
unemployment pushing into territory not seen since the 1960s, but the ongoing monetary policy tightening cycle in 
the U.S. and increasing trade tensions pushed up equity risk premiums and placed downward pressure on valuation 
multiples. Equity market returns were weighed down by commentary around the length of the current economic 
cycle and the potential of a slowdown in global growth. As we turn the page on another year it stands to reason that 
several unanswered questions will ultimately dictate the path of investment returns going forward. Will the growth 
rate falter? How will ongoing trade disputes affect the global economy? Will the Federal Reserve raise, pause or cut 
interest rates? And how will the ever-changing political climate in Washington affect Wall Street? Uncertainty em-
bedded in these questions should give rise to a more challenging market environment than we’ve experienced the 
past few years, but a well- diversified portfolio should provide some ballast against uncertainty in periods to come.


Against this macroeconomic backdrop, the Fund’s total return turned negative in 2018 closing at a loss of -4.4% as 
compared to the +13.3% gains earned in the prior year. Despite negative results in absolute terms, the Fund did once 
again outperform its asset allocation policy benchmark which ended the year down -4.5%. In stark contrast to the pri-
or year, only two of the Fund’s asset classes ended the year in positive territory. Those being Private Equity (+15.1%) 
and Real Estate (1.1%). The heavy sell off in Q4 pushed nearly all ERF asset class returns from positive to negative for 
the year-to-date period. Within global equity markets the low volatility segment held up the strongest in Q4 bringing 
its year-to-date return to -3.4%. Double digit declines in U.S, International and Global Equity during the fourth quar-
ter resulted in negative year-to-date results ranging from -8.7% in U.S. equities to -17.3% for International equities. 
The Fund’s fixed income exposures managed to post more modest losses for the year with Global Fixed Income, 
Opportunistic Credit and High Yield ending the year at -0.4%, -2.1% and -3.1% respectively. Looking over the longer 
horizon, the Fund’s track record remains in good shape as it continues to track closely with the policy benchmark 
while outperforming over the one-, three-, five- and ten-year time periods.
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The approved allocations as of the end of 2018 were:


Asset Class Allocation
Domestic Equity 15.0%
International Equity 15.0%
Global Equity 7.5%
Global Low Volatility Equity 10.0%
Investment Grade Fixed Income 15.0%
High Yield 10.0%
Opportunistic Credit 5.0%
Public Real Assets 7.5%
Real Estate 10.0%
Private Equity 5.0%


Wilshire annually publishes a research paper detailing our long-term nominal return forecast for the next ten years. 
Our geometric return forecasts are shown below.


TOTAL RETURN RISK
DEC DEC DEC DEC
2017 2018 CHANGE 2017 2018 CHANGE


INVESTMENT CATEGORIES
US STOCK 6.25% 7.00% 0.75% 17.00% 17.00% 0.00%
DEV EX-US STOCK (USD) 6.25 7.50 1.25 18.00 18.00 0.00
EMERGING MARKET STOCK 6.25 7.50 1.25 26.00 26.00 0.00
GLOBAL STOCK 6.45 7.45 1.00 17.15 17.05 -0.10
PRIVATE EQUITY 8.75 10.05 1.30 28.00 28.00 0.00
CASH EQUIVALENTS 1.75 2.65 0.90 1.25 1.25 0.00
CORE BOND 3.55 3.85 0.30 5.15 5.15 0.00
LT CORE BOND 3.60 4.25 0.65 9.85 9.85 0.00
US TIPS 2.95 3.00 0.05 6.00 6.00 0.00
HIGH YIELD BOND 4.95 5.90 0.95 10.00 10.00 0.00
NON-US BOND (HDG) 1.30 1.25 -0.05 3.50 3.50 0.00
US RE SECURITIES 5.40 5.65 0.25 17.00 17.00 0.00
PRIVATE REAL ESTATE 6.90 6.65 -0.25 14.00 14.00 0.00
COMMODITIES 3.70 4.35 0.65 15.00 15.00 0.00
REAL ASSET BASKET 6.60 6.40 -0.20 8.40 8.75 0.35


INFLATION 1.95 1.70 -0.25 1.75 1.75 0.00
TOTAL RETURNS MINUS INFLATION


US STOCKS 4.30 5.30 1.00
US BONDS 1.60 2.15 0.55
CASH EQUIVALENTS -0.20 0.95 1.15


STOCK MINUS BONDS 2.70 3.15 0.45
BONDS MINUS CASH 1.80 1.20 -0.60


As always, we thank you for the opportunity to be of service to ERF.


Sincerely,


Thomas Toth, CFA 
Managing Director Wilshire Associates
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INVESTMENT POLICIES SUMMARY


Statement of Goals
The general investment goals are broad in nature to encompass the purpose of the Fund and its investments. They 
articulate the philosophy by which the Board will manage the Fund’s assets within the applicable regulatory constraints.


1. The overall goal of the Fund is to provide benefits, as anticipated under the Plan document, Dallas City Code 
Chapter 40A, to its participants and their beneficiaries through a carefully planned and executed investment 
program.


2. The Fund seeks to produce the highest return on investments which is consistent with sufficient liquidity 
and investment risk that are prudent and reasonable, given prevailing capital market conditions. While the 
importance of the preservation of capital is recognized, the theory of capital market pricing which maintains 
that varying degrees of investment risk should be rewarded with compensating returns is also recognized. 
Consequently, prudent risk taking is reasonable and necessary.


3. The Fund investment program shall at all times comply with existing and applicable local, state and federal 
regulations.


Investment Philosophy
The Fund is long term in nature, and the selection of investments is regulated by: the investment time horizon; the 
limits of acceptable risk; and the objective of optimizing the total rate of return. Each investment manager is authorized 
to execute investment transactions on behalf of the Board.
Investment decisions are made under the framework of the goal established for the rate of return, limits of acceptable 
risk, and Fund objectives. The goal is to optimize the return of the portfolio, as opposed to maximizing the rate of 
return.
The optimal portfolio mix is one that carefully equates expected rate of return with expected risk of all investment 
categories utilized in the portfolio. In setting the optimal mix of assets for the portfolio, the Board has developed a 
strategic asset allocation policy which incorporates a diversified asset mix. The strategic asset allocation is designed 
to provide an optimal diversification to reduce risk and maximize total rate of return relative to risk and the existing 
and projected liability structure.
The Board bases its investment strategy and goals on advice obtained from the investment consultant, the staff, and 
the external investment managers. The Board uses the annual external audit and annual actuarial valuation in its 
evaluation of the Fund’s performance each year.
Article XVI, Section 67 of the Texas Constitution and Chapter 40A of the Dallas City Code, give complete responsibility 
for the management and investment actions of the Employees’ Retirement Fund to the Board of Trustees. The Board 
is held to the standard of conduct of fiduciaries in discharging their responsibilities. According to Chapter 40A the 
Trustees, as fiduciaries, must carry out their functions solely in the interest of the members and beneficiaries.


Corporate Governance
The Board considers the active voting of proxies an integral part of the investment process. Proxy voting may be 
delegated to the discretion of investment managers retained by the Board. The managers shall be required to establish 
a proxy voting policy and maintain records of proxy votes and shall make these records available quarterly to the 
Board or its designee. The Board may at its discretion establish an overall policy of voting proxies in which case the 
managers’ proxy voting policy shall be in accordance with that of the Board’s. The Board recognizes that in certain 
non-U.S. markets, investment managers may, balancing the costs and benefits, not exercise proxy voting.
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INVESTMENT RESULTS
The investment managers and the returns by investment category are shown in the following tables.
Time-weighted rate of return based on fair value


   
Investment Category 2018 Rate of Return
Public Real Assets (MLPs) -11.01%
High Yield Bonds -3.09
Credit Opportunities -2.12
Domestic Equities -8.67
Global Low Volatility -3.38
Real Estate 1.09
Global Equities -9.28
International Equities -17.33
Private Equity 15.11
Global Fixed Income -0.38
Cash Equivalents 1.88


  Total Portfolio -4.43%


INVESTMENT MANAGERS


Domestic Equities, REITs, Master Limited Partnerships, & Commingled Index Funds
Adelante Capital Management, LLC Northern Trust
Atlantic Trust Redwood Investments LLC
BlackRock, Inc. Smith Graham & Co. Investments Advisors
CenterSquare Systematic Financial Management, LLP
Channing Capital Management, LLC T. Rowe Price Associates, Inc.
Harvest Fund Advisors
International Equities
Acadian Asset Management, LLC Ativo Capital Management LLC
AQR Capital Management, LLC Baring International Investment Limited
Global Equity
Acadian Global Low Volatility Northern Trust
Ariel Investments Wellington Management Company, LLP
BlackRock, Inc.
Fixed Income
Aberdeen Asset Management, Inc.  Neuberger Berman
BlackRock, Inc.  Oaktree Capital Management, LLC
Garcia Hamilton & Associates, L.P. Securian Asset Management
Cash Equivalents
The Northern Trust Company   
Private Equity
Fairview Capital Partners Hamilton Lane
Grosvenor Capital Management   
Real Estate
Heitman Real Estate Investment Management Invesco Real Estate
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TOTAL PLAN RESULTS


2018 was a difficult year for the stock market with uncertainty in monetary policy and geopolitical events. Fiscal year 
2018 was down -4.43%. The best performing asset class in 2018 was Private Equity. The investment in Private Equity 
returned 15.11%. The Fund’s Real Estate investments generated 1.09% for the year. Global Low Volatility return was 
-3.38% underperforming the benchmark MSCI ACWI Minimum Volatility Index of -1.56%. Global Equity had a return 
of -9.28% vs the MSCI ACWI of -9.42%. Domestic Equity -8.67% and International had a return of -17.3% in 2018. Our 
investment in Global Fixed Income returned -0.38% underperforming the benchmark of Bloomberg index of 0.01% 
in 2018.  
At December 31, 2018, the Net Position of the Plan was $3.3 billion. This value represents a $330 million decrease 
over last year’s value. The market value of Plan assets graph below provides a pictorial history of the Plan’s growth 
over the past 10 years.
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ASSET ALLOCATION
As of December 31, 2018   


Investment Category
% of Total 


Fund
    
US Equity     
Domestic Equity 15.0
Real Estate 5.0
REITs 5.0
Private Equity 5.0
MLPs 7.5
      Total US Equity 37.5
      
Non-US Equity    
International 15.0
Global Equity 7.5
Global Low Volatility 10.0
      Total Non-US Equity 32.5


      Total Equity 70.0


    
Fixed Income   
Global Investment Grade 15.0
Credit Opportunities 5.0
High Yield 10.0
      Total Fixed Income 30.0


      Total Fund 100.0


ASSET ALLOCATION


The Plan’s long-term strategic asset allocation policy sets the following targets: 70% in equity and 30% in fixed income. 
Although no specific allocation to cash and equivalents is targeted, cash must be available for the payment of benefits 
and other expenses of the Plan. To accommodate constantly changing market values, the Board has approved ranges 
for each of the asset classes.
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ACTUAL ASSET ALLOCATION*


*Source: Wilshire Associates, Inc.


CREDIT OPPORTUNITIES


Credit Opportunities has a target of 5.0% allocated to one investment manager. During the year Credit Opportunites 
had a return of -2.2% relative to its’ custom benchmark (33% ML High Yield Master II, 33% S&P LSTA Leveraged Loan 
Index, 33% JPM EMBI Global Diversified Index) which returned -3.11%.


DOMESTIC, INTERNATIONAL AND GLOBAL EQUITY


The Plan’s allocation to US Domestic Equity is targeted at 37.50% of the Plan’s total assets including 15% to Domestic 
Equity, 10% allocated to Real Estate Securities and Private Real Estate, 5% to Private Equity, and 7.50% to MLPs. 
Passively managed index funds totaled 28.50% of Domestic Equity assets at year end, and actively managed portfolios 
represented the remaining 71.50% of Domestic Equity investments. Total US Equity had a return of -8.67% for the year 
while the benchmark Wilshire 5000 Index had a return of -5.27%.
Non-US Equity has a target allocation of 32.50%, and it is split between international Equity 15%, Global Equity 7.50% 
and 10% Global Low Volatility. The Plan’s International Equity composite return was -17.33 % while the MSCI All World 
ex-US Index reported a return of -14.76% for the year, and the MSCI EAFE Index reported -13.79%. The Global Equity 
funds allocation reported a return of -9.28%.


GLOBAL FIXED INCOME


Global Fixed Income has a target of 15% of total assets allocated amongst three investment managers. During the year 
the Global Fixed Income had a return of -0.38% while the Bloomberg Aggregate Bond Index returned 0.01%.
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HIGH YIELD FIXED INCOME


High Yield Fixed Income has a target of 10%. This allocation is evenly split between two investment managers. The 
High Yield return for 2018 was -3.09% and the Citigroup High Yield Cash Pay Index returned -2.16%.


PRIVATE EQUITY


Private Equity has a target allocation of 5.0%. This allocation is split between three investment managers. At year end 
the fair value was approximately 7.5% of the Fund. The rate of return for the year was 15.11%.


REAL ESTATE


Real Estate is comprised of real estate securities (“REITs”) and private real estate. REITs and private real estate both 
have a 5.0% allocation each for a total Real Estate allocation of 10.0%. REITs had a return of -4.94% against the Wilshire 
Real Estate Securities Index of -4.80%, and the Private Real Estate had a return of 5.62% against the NCREIF Property 
Index had a return of 7.36%.


PUBLIC REAL ASSETS (MLPs)


Public Real Assets have a target allocation of 7.50%. The allocation is split between two investment managers. Public 
Real Assets had a return of -11.01% against the Alerian MLP index of -12.42%.
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ANNUALIZED RATE OF RETURN
As of December 31, 2018


Time-weighted rate of return based on fair value


1-Year 3-Year 5-Year
Total Fund -4.43% 5.75% 4.36%


            
Domestic Equity -8.67 7.96 7.07
  S&P 500 Index -4.38 9.26 8.50
  Wilshire 5000 Index -5.27 9.12 8.07
            
International Equity -17.33 4.00 1.11
  MSCI ACWI ex US Index -14.76 4.48 0.68
  MSCI EAFE Index -13.79 2.87 0.53


Global Equity -9.28 6.02 3.79
  MSCI ACWI -9.42 6.60 4.26


Global Low Volatility -3.38 7.74
  MSCI ACWI Minimum Volatility -1.56 7.64
  MSCI ACWI -9.42 6.60 4.26


Global Fixed Income -0.38 2.56 2.92
  Bloomberg Aggregate Bond Index 0.01 2.06 2.52
            
High Yield Fixed Income -3.09 5.62 3.14
  Citigroup High Yield Cash Pay -2.16 7.17 3.46
            
Cash Equivalents 1.88 1.01 0.62
  T-Bills 1.88 1.02 0.63
            
Real Estate 1.09 4.18 8.14
  Wilshire RE Securities Index -4.80 2.41 8.17
  NCREIF ODCE INDEX 7.36 7.27 9.41
        
Private Equity 15.11 11.73 12.50
  S&P 500 Index 4.38 9.26 8.50
            
Public Real Assets -11.01 0.79 -3.86
  Alerian MLP Index -12.42 -1.06 -7.31
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INVESTMENT MANAGEMENT FEES
As of December 31, 2018       
($ in thousands)       


Investment*
Assets Under 
Management Fees Basis Points


Domestic Equity $1,156,282 $2,195 19.0
International Equity 199,640 2,485 124.5
Global Equity 219,857 2,211 100.6
Global Fixed Income 472,755 1,592 33.7
High Yield Fixed Income 315,288 1,582 50.2
Real Estate 236,687 2,153 91.0
Master Limited Partnerships 211,022 979 45.6
Private Equity 245,809 2,868 116.7
REITS 159,520 759 47.6


      Subtotal $3,216,860 $16,825 52.2


OTHER INVESTMENT SERVICES
As of December 31, 2018    
($ in thousands)   


Investment Consultant $389 
Investment Management Fees  16,825 
Custodian 127 
Securities Lending** 345 
      
      Total Investment expenses $17,685 
      
*Excludes cash (see Investment Holdings for cash value)
**Securities lending fees include broker rebates and the lending agent’s fees.
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TEN LARGEST HOLDINGS - EQUITY
As of December 31, 2018         
($ in thousands)         
 
Equity Shares Fair Value
CF BLACKROCK MSCI ACWI MINIMUM 11,302,758 $170,386,822
CF BLACKROCK EX-US SUPERFUND 5,724,651 141,385,129
MFB NTGI-QM COLTV DAILY  S&P 50 13,646 119,550,037
CF HEITMAN AMERICA REAL ESTATE 74,813 92,827,501
CF INVESCO CORE RE FUND 416 76,605,206
1900 MCKINNEY HARWOOD, LLC 63,865,732 62,738,553
CREDIT SUISSE DALLAS ERF PARTN 44,404,474 51,479,049
GCM GROSVENOR - DALLAS ERF PAR 44,849,412 48,332,452
CF NEUBERGER HIGH INCOME FUND 726,493 33,876,812
MLP ENTERPRISE PRODS PARTNERS 2,445,591 32,306,257


TEN LARGEST HOLDINGS - FIXED INCOME
As Of December 31, 2018         
($ in thousands)         


Fixed Income Par Value Fair Value
MFO NEUBERGER BERMAN 0.443 % due 12/31/2049 $2,436,362 $22,926,170
US TREASURY N/B 2.875%2.875 % due 11/30/2023 15,350,000 15,617,428
U.S.A. TREADURY BILL 3.03.000 % due 08/15/2048 13,605,000 13,540,689
UNITED STATES OF AMER TREAS BO3.125 % due 11/15/2028 9,585,400 9,942,610
FEDERAL HOME LN BKS VAR2.490 % due 05/08/2020 6,105,000 6,102,558
U.S.A. TREASURY BOND2.875 % due 08/15/2045 6,265,000 6,101,985
U.S.A. TREASURY NOTES 2.250 % due 02/15/2021 5,670,200 5,639,411
U.S.A. TREASURY NOTES 2.250 % due 02/15/2046 5,430,000 4,896,991
U.S.A. TREASURY BOND3.125 % due 05/15/2048 4,510,700 4,596,313
U.S.A. TREASURY NOTES1.500 % due 04/15/2020 4,433,200 4,374,150


A complete list of investments is available by contacting the Employees’ Retirement 
Fund of the City of Dallas at 1920 McKinney Avenue, 10th Floor, Dallas, Texas  75201
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INVESTMENT HOLDINGS SUMMARY
As of December 31, 2018
($ in thousands)


Market Value
Percentage of 
Market Value


Fixed Income       
Government Bonds $198,090 6.05%
Corporate Bonds  713,543 21.80
Total Fixed Income  911,633 27.86
        
Equity       
Common Stock $1,629,988 49.81
Index & Commingled  152,656 4.66
Total Equity  1,782,644 54.47


Real Estate        
Real Estate $236,687 7.23
Total Real Estate  236,687 7.23
        
Alternative Investments             
Private Equity $245,809 7.51
Total Alternative Investments  245,809 7.51
         
Cash and Equivalents          
Cash ($4,191) -0.13
Cash Equivalents   100,125 3.06
Total Cash and Equivalents  95,934 2.93


      Total Fund $3,272,707 100.00%
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June 6, 2019 


 
Board of Trustees 
Employees’ Retirement Fund of the City of Dallas 
1920 McKinney Avenue 
10th Floor 
Dallas, Texas 75201 
 
Dear Members of the Board: 


We are pleased to present our report of the actuarial valuation of the Employees’ Retirement Fund of the 
City of Dallas (“ERF” or the “Fund”) as of December 31, 2018.  
This valuation provides information on the funding status of ERF.  It includes a determination of the 
actuarially calculated contribution rates for the 2019 calendar year.  In addition, it also contains the 
information necessary to determine the current total obligation rate and the current adjusted total 
obligation rate for the fiscal year beginning October 1, 2019 per City Ordinance.  This rate is a function of 
the previous year’s adjusted total obligation rate, this year’s actuarially calculated contribution rate, and 
the rate necessary to make the debt service payment on the previously issued pension obligation bonds 
for fiscal year 2020. 


In addition, the report provides various summaries of the data. A separate report is issued with regard to 
valuation results determined in accordance with Governmental Accounting Standards Board (GASB) 
Statements 67 and 68. Results of this report should not be used for any other purpose without 
consultation with the undersigned. Valuations are prepared annually as of December 31st, the last day of 
the ERF plan year. This report was prepared at the request of the Board and is intended for use by the ERF 
staff and those designated or approved by the Board. This report may be provided to parties other than 
ERF staff only in its entirety and only with the permission of the Board. 


As authorized in Chapter 40A-4(a)(16) of the Dallas City Code, the actuarial assumptions and methods are 
set by the Board of Trustees, based upon recommendations made by the plan’s actuary. An experience 
investigation was performed for the five year period ending December 31, 2014. As a result of that study, 
revised assumptions were adopted by the Board effective with the valuation as of December 31, 2014. 
These assumptions were further modified effective December 31, 2016.  We believe the assumptions are 
internally consistent, reasonable, and, where appropriate, based on the actual experience of the ERF. All 
of the assumptions and methods used in this valuation were selected in compliance with the Actuarial 
Standards of Practice.  All actuarial assumptions and methods are described under Section P of this 
report. 


The results of the actuarial valuation are dependent on the actuarial assumptions used. Actual results can 
and almost certainly will differ, as actual experience deviates from the assumptions.  
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Even seemingly minor changes in the assumptions can materially change the liabilities, calculated 
contribution rates and funding periods. Due to the limited scope of this assignment, GRS did not perform 
an analysis of the potential range of such possible future differences. The actuarial calculations are 
intended to provide information for rational decision making.  Other than the sensitivity analysis shown in 
Section L, this report does not include a more robust assessment of the future experience not meeting the 
actuarial assumptions.  Additional assessment of risks was outside the scope of this assignment.  


This valuation is based on the provisions of ERF in effect as of the valuation date, data on the ERF 
membership and information on the asset values of the Fund as of December 31, 2018.  The member, 
annuitant and asset data used in the valuation were all prepared and furnished by ERF staff.  While certain 
checks for reasonableness were performed, the data used was not audited. 


To the best of our knowledge, this report is complete and accurate and was conducted in accordance with 
the Actuarial Standards of Practice as set forth by the Actuarial Standards Board and in compliance with 
the provisions of the Dallas City Code.  The undersigned are independent actuaries and consultants.  Mr. 
Randall is an Enrolled Actuary and a Member of the American Academy of Actuaries and he meets the 
Qualification Standards of the American Academy of Actuaries. Both Mr. Randall and Mr. Ward have 
significant experience in performing valuations for large public retirement systems. 


We would like to thank the ERF staff for their assistance in providing all necessary information to complete 
this valuation. Their courteous help is very much appreciated. We look forward to discussing this actuarial 
valuation report with you at your convenience. Please do not hesitate to let us know if you have any 
questions or need additional information. 


Respectfully submitted, 


 
Lewis Ward Mark R. Randall, MAAA, FCA, EA 
Consultant Chief Executive Officer 







SUMMARY OF THE VALUATION
(This summary is an excerpt of the 2018 Actuarial Valuation Report. 
Sections referenced in this summary are available in the full report.)
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EXECUTIVE SUMMARY
($ in 000s)


The key results from the actuarial valuation of the Employees’ Retirement Fund of the City of Dallas as of December 
31, 2018 may be summarized as follows:


12/31/2018 12/31/2017
Members:
  Actives 7,584 7,838
  Benefit recipients 7,224 7,042
  Deferred vested* 819 793
  Other terminated* 673 455


    Total 16,300 16,128


Covered payroll (including overtime) $423,723 $421,269


Normal cost $81,299 $82,871
as % of expected payroll 19.56% 20.14%


Actuarial accrued liability $4,526,996 $4,377,844
Actuarial value of assets $3,620,319 $3,601,612
Market value of assets $3,265,402 $3,601,612
Unfunded actuarial accrued liability (UAAL) $906,677 $776,232


Estimated yield on assets (market value basis) -5.15% 12.34%
Estimated yield on assets (actuarial value basis) 5.23% 8.99%


Contribution Rates
  Prior Adjusted Total Obligation Rate 36.00% 36.00%
  Current Total Obligation Rate 43.07% 41.41%
  Current Adjusted Total Obligation Rate 36.00% 36.00%


Actuarial gains/(losses)
  Assets $(88,729) $19,847
  Actuarial liability experience $(11,356) $61,019
  Assumption and method changes $21,916


30-year level % of pay funding cost $146,729 $139,484
as % of payroll (Employee + City) 34.59% 33.12%


Funded ratio
  Based on actuarial value of assets 80.00% 82.30%
  Based on fair value of assets 72.10% 82.30%


* Deferred vested are members who have applied for a deferred pension. Other terminations are members who  
have terminated and still have contribution balances in the Fund.              







2018 Comprehensive Annual Financial Report


82


ACTUARIAL ASSUMPTIONS


Costs are determined using the Entry Age Normal actuarial cost method. The assumed annual investment return rate 
is 7.75% and includes an annual assumed rate of inflation of 2.75%.


All actuarial assumptions and methods are the same as in the prior valuation report.


Vacation Leave Conversions
Members with 20 or more years of service are assumed to convert unused vacation leave to 1.5 months of service. 
Other members are assumed to convert unused vacation leave to 1 month of service.  No vacation leave conversion 
is assumed for disability retirement.


Spouse Age
The female spouse is assumed to be 3 years younger than the male spouse.


Payroll Growth Rate
In determining the level percent amortization of UAAL rate, the payroll of the entire system is assumed to 
increase at 2.75% each year.


Member’s Pay
In determining the member’s valuation salary, the greater of the prior calendar year’s gross pay and the member’s 
rate of compensation is used.


Form of Payment
For Tier A it is assumed that 60% of married active male members and 84% of married active female employees will 
elect a Joint & 50% Survivor form of payment. Taking into consideration the marriage assumption and the inherent 
subsidy in the System’s Joint & 100% Survivor factors, the male employees are valued with Joint and 29.0% Survivor 
annuities and the female employees are valued with Joint and 16.5% Survivor annuities. It is also assumed that 100% 
of Tier B employees will elect the normal form of payment under Tier B.


Changes in Assumptions and Methods Since Prior Valuation
None.







THIS PORTION OF THE PAGE LEFT INTENTIONALLY BLANK


2018 Comprehensive Annual Financial Report


83


ANALYSIS OF ACTUARIAL (GAINS) AND LOSSES FOR 2018
($ in 000s)


2018
Investment Return $88,729 
Salary Increase  10,871 
Age and Service Retirement (5,097)
General Employment Termination (1,349)
Disability Incidence (335)
Active Mortality (306)
Benefit Recipient Mortality  9,689 
Actual vs. Expected Cost of Living Adjustment (COLA)* (1,179)
Other (938)


Total Actuarial (Gain)/ Loss $100,085 


* Actual COLA of 2.69% versus expected COLA of 2.75%
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SCHEDULE OF FUNDING STATUS
($ in 000s)


UAAL as %
Actuarial Value Funding Ratio of Payroll


End of Year of Assets (a) AAL (b) UAAL (b-a) (a/b) Payroll* ((b-a/c))


1998 $1,617,468 $1,750,430 $132,962 92.40%   $275,547 48.30%   
1999 1,862,644 1,873,998 11,353 99.39   282,127 4.00   
2000 1,997,828 2,038,078 40,250 98.03 298,355 13.50
2001 2,017,041 2,276,488 259,447 88.60 332,842 77.90
2002 1,863,701 2,399,569 535,868 77.67 324,615 165.08
2003 1,843,099 2,489,071 645,972 74.05 318,492 202.82
2004 2,482,082 2,488,270 6,188 99.75 331,201 1.87
2005 2,739,269 2,606,173 (133,096) 105.11 332,446 -40.04
2006 2,998,099 2,761,404 (236,695) 108.57 344,997 -68.61
2007 3,183,260 2,915,164 (268,096) 109.20 370,150 -72.43
2008 2,957,506 3,075,385 117,879 96.17 389,362 30.27
2009 3,031,652 3,192,120 160,468 94.97 375,164 42.77
2010 3,027,439 3,282,126 254,687 92.24 332,045 76.70
2011 2,916,746 3,391,652 474,906 86.00 318,972 148.89
2012 2,846,124 3,518,356 672,232 80.89 340,452 197.45
2013 3,074,284 3,610,845 362,477 85.14 352,486 102.83
2014 3,241,053 4,004,055 763,002 80.94 374,002 204.01
2015 3,320,387 4,129,133 808,746 80.41 404,981 199.70
2016 3,451,463 4,291,802 840,339 80.42 420,693 199.75
2017 3,601,612 4,377,844 776,232 82.27 432,854 179.33
2018 3,620,319 4,526,996 906,677 79.97 435,375 208.25


*Projected to following year.
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ACTUARIAL METHODS AND ASSUMPTIONS


Entry Age Normal Method


The Entry Age Normal actuarial cost method is the actuarial valuation method used for all purposes under ERF.  
The concept of this method is that funding of benefits for each member should be affected as a, theoretically, level 
contribution (as a level percentage of pay) from entry into ERF to termination of active status. The Normal Cost 
(“NC”) for a fiscal year under this method is determined as described in the prior paragraph for each member. The 
ERF NC for the year is the total of individual normal costs determined for each active member.  The Actuarial Accrued 
Liability (“AAL”) under this method is the theoretical asset balance of the normal costs that would have accumulated 
to date based upon current actuarial assumptions. To the extent that the assets of the fund are insufficient to cover 
the AAL, an UAAL develops. The actuarially calculated contribution for a year is the Normal Cost for that year plus an 
amount to amortize the UAAL over 30 years as a level percentage of pay.


Actuarial Value of Asset Method
The method for determining the actuarial value of assets in future years is equal to the market value of assets less 
a five-year phase in of the excess (shortfall) between expected investment return and actual income. The actual 
calculation is based on the difference between actual market value and the expected actuarial value of assets each 
year, and recognizes the cumulative excess return (or shortfall) at a minimum rate of 20% per year. Each year, a base 
is set up to reflect this difference. If the current year’s base is of opposite sign to the deferred bases, then it is offset 
dollar for dollar against the deferred bases. Any remaining bases are then recognized over the remaining period for 
the base (5 less the number of years between the base year and the valuation year). This is intended to ensure the 
smoothed value of assets will converge towards the market value in a reasonable amount of time.


Annual Rate of Investment Return
For all purposes under the Fund, the rate of investment return is assumed to be 7.75% per annum, net of investment 
expenses. This rate includes an annual assumed rate of inflation of 2.75%. In addition, annual cost of living 
adjustments are assumed to occur on average at the rate of 2.75% per annum for Tier A members and 2.35% for Tier 
B members (due to the lower maximum on cost of living adjustments).
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ANNUAL COMPENSATION INCREASES


Each member’s compensation is assumed to increase in accordance with a table based on actual ERF experience.  
Sample rates follow:


Merit, Promotion, 
LongevityYears of Service General Total


0 3.00 % 3.25      % 6.25      %
1 3.00 3.25      6.25      
2 2.75 3.25      6.00      
3 2.00 3.25      5.25      
4 1.50 3.25      4.75      
5 1.50 3.25      4.75      
6 1.50 3.25      4.75      
7 1.00 3.25      4.25      
8 1.00 3.25      4.25      
9 0.75 3.25      4.00      


10 0.75 3.25      4.00      
11 0.75 3.25      4.00      
12 0.50 3.25      3.75      
13 0.50 3.25      3.75      
14 0.50 3.25      3.75      
15 0.50 3.25      3.75      
16 0.50 3.25      3.75      
17 0.50 3.25      3.75      
18 0.25 3.25      3.50      


19 & Over 0.00 3.25      3.25      
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SCHEDULE OF ACTIVE MEMBER VALUATION DATA


Year Ending Active Percent Covered Percent Average Percent
December 31, Participants Change Payroll Change Salary Change


2007 8,117 -  $359,369,000     -  $44,274     -
2008 8,371 3.1%  378,021,000     5.2%  45,158     2.0%
2009 7,654 -8.6  364,237,000     -3.6  47,588     5.4
2010 7,034 -8.1  322,374,000     -11.5  45,831     -3.7
2011 6,745 -4.1  309,682,000     -3.9  45,913     0.2
2012 6,864 1.8  330,536,000     6.7  48,155     4.9
2013 6,993 1.9  342,219,000     3.5  48,937     1.6
2014 7,180 2.7  363,109,000     6.1  50,572     3.3
2015 7,477 4.1  393,186,000     8.3  52,586     4.0
2016 7,619 1.9  409,433,000     4.1  53,738     2.2
2017 7,838 2.9  421,269,000     2.9  53,747     0.0
2018 7,584 -3.2  423,723,000     0.6  55,871     4.0
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SCHEDULE OF RETIREES AND BENEFICIARIES ADDED TO AND REMOVED FROM ROLLS


Added to Rolls Removed from Rolls Rolls-End of Year


% Increase Average
Year Ending Annual Annual Annual in Annual Annual


December 31, Number Allowances Number Allowances Number Allowances Allowances Allowances


2007 239  $7,250,468      205      $4,551,742     5,304  $142,267,609     -  $26,823     
2008 383  8,905,680      211      4,684,964     5,476  154,692,846     8.7%  28,249     
2009 446  9,268,740      216      4,795,982     5,706  165,826,328     7.2  29,062     
2010 508  12,798,268      221      4,907,000     5,993  179,730,384     8.4  29,990     
2011 404  10,012,165      198      4,396,317     6,199  193,851,170     7.9  31,271     
2012 325  9,795,464      204      4,529,539     6,320  202,120,582     4.3  31,981     
2013 324  11,246,955      197      4,327,990     6,447  210,027,512     3.9  32,578     
2014 370  12,415,771      219      4,821,713     6,598  219,150,070     4.3  33,215     
2015 476  13,777,204      318      6,847,464     6,756  226,019,290     3.1  33,455     
2016 384  12,746,549      237      5,562,549     6,903  237,992,528     5.3  34,477     
2017 383  9,893,931      244      6,375,641     7,042  244,768,143     2.8  34,758     
2018 402  14,905,595      220      5,976,286     7,224  258,085,328     5.4  35,726     
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SOLVENCY TEST
($ in 000s)


Aggregated Accrued Liabilities for


Portions of Accrued Liabilities 
Covered


by Reported Assets
Active and 


Inactive
Active and 


Inactive


Valuation Date


Inactive
Members 


Contributions
Retirees and 
Beneficiaries


Members
(Employer 


Financed Portion)
Reported 


Assets (5)/(2)
[(5)-


(2)]/3
[(5)-(2)-
(3)]/(4)


(1) (2) (3) (4) (5) (6) (7) (8)


December 31, 2007  $206,090      $1,591,731      $1,117,343      $3,183,260     100.0% 100.0% 100.0%
December 31, 2008  221,667      1,707,599      1,146,119      2,957,506     100.0 100.0 89.7
December 31, 2009  228,666      1,834,491      1,128,963      3,031,652     100.0 100.0 85.8
December 31, 2010  232,727      2,041,322      1,008,077      3,027,439     100.0 100.0 74.7
December 31, 2011  240,821      2,181,731      969,100      2,916,746     100.0 100.0 51.0
December 31, 2012  257,716      2,250,533      1,010,107      2,846,124     100.0 100.0 33.4
December 31, 2013  278,892      2,319,424      1,012,529      3,074,284     100.0 100.0 47.0
December 31, 2014  301,567      2,578,071      1,124,417      3,241,053     100.0 100.0 32.1
December 31, 2015  325,607      2,650,638      1,152,888      3,320,387     100.0 100.0 29.9
December 31, 2016  350,646      2,770,533      1,170,623      3,451,463     100.0 100.0 28.2
December 31, 2017  373,193      2,854,818      1,149,833      3,601,612     100.0 100.0 32.5
December 31, 2018  392,004      2,989,597      1,145,395      3,620,319     100.0 100.0 20.8


MORTALITY


Disabled Lives
RP-2000 Disabled Mortality Table for male annuitants, set forward one year.
Sample rates follow (rate per 1,000):


Age Male Female
20 23 23
30 23 23
40 23 23
50 30 30
60 43 43
70 66 66
80 116 116
90 200 200
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MORTALITY


Active Members
a.  Males – RP-2000 Employee Mortality Table for males, set forward 4 years.
b.  Females – RP-2000 Employee Mortality Table for females, set back 5 years.


Sample rates follow (rate per 1,000):


Age Male Female
30 0.7        0.2        
40 1.4        0.5        
50 2.8        1.1        
60 7.0        2.5        
70 33.9        5.8        
80 99.8        28.1        
90 250.7        77.4        


10% of active deaths are assumed to be service related.


Other Benefit Recipients
The gender-distinct RP-2000 Combined Healthy Mortality Tables with Blue Collar Adjustment are used, with 
male rates multiplied by 109% and female rates multiplied by 103%. The rates are projected on a fully genera-
tional basis by Scale BB to account for future mortality improvements. 


Sample rates follow (rate per 1,000), with projected mortality applied:


Age Male Female
30 0.7        0.3        
40 1.4        0.9        
50 2.5        1.9        
60 7.9        4.3        
70 22.2        15.4        
80 58.6        40.6        
90 162.3        115.4        
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DISABILITY


A client-specific table of disability incidence with sample rates follows (rate per 1,000):


Age Disability Rate
30 0.3        
40 0.6        
50 2.4        
60 6.0        


20% of disabilities are assumed to be service related. There is a 0% assumption of disability for members who 
have over 10 years of service and are eligible for retirement.
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ACTIVE MEMBERS ELIGIBLE FOR RETIREMENT (TIER A) 


Upon eligibility, active members are assumed to retire as follows (rate per 1,000):


Age Male Female
First Year Eligible Thereafter First Year Eligible Thereafter


48-49 100      100      100      100      
50 600      550      400      350      
51 500      450      400      350      
52 500      330      400      350      
53 450      300      400      300      
54 400      280      400      250      
55 350      280      300      250      
56 350      280      300      250      
57 350      280      300      220      


58-59 350      280      300      220      


Service < 18 yrs. Service 18 yrs.+ Service < 18 yrs. Service 18 yrs. +


60 80      250      100      300      
61 90      250      150      220      
62  100      250      150      200      
63 150      250      150      150      
64 150      250      100      100      
65 180      250      200      200      
66 200      250      250      250      
67 200      250      250      250      
68 200      250      150      250      
69 200      250      150      250      
70 1,000      1,000      1,000      1,000      
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GENERAL TURNOVER


A table of termination rates based on ERF experience.  A sample of the ultimate rates follows:


Terminations
Years of Service (per 1,000) 


0 210.0     
1 160.0     
2 130.0     
3 105.0     
4 85.0     
5 67.5     
6 62.5     
7 57.5     
8 49.0     
9 46.0     


10-14 37.0     
15-19 22.0     


20 & Over 14.0     


There is 0% assumption of termination for members eligible for retirement.


Mortality Improvement
Scale BB is used to project mortality improvements for Healthy Retirees on a fully generational basis. There 
is no projection of mortality improvement before or after the measurement date for disabled lives or active 
employees. 


Refunds of Contributions
Members are assumed to choose the most valuable termination benefit.


Operational Expenses
The amount of estimated administrative expenses expected in the next year is assumed to be equal to the 
prior year’s expenses and is incorporated in the Normal Cost.


Marital Status
75% of active male members and 50% of active female employees are assumed to be married.
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FUNDING PROCESS


Based on the previous work of the Employees’ Retirement Fund Study Committee, which was ratified by 
the ERF Board, the Dallas City Council and the voters of Dallas, a new funding process commenced October 
1, 2005.  From this date forward, a new “current adjusted total obligation rate” will be contributed jointly 
by the City (63%) and the Membership (37%).  This Current Adjusted Total Obligation Rate will cover both 
the debt service tied to the pension obligation bonds issued in 2005 and the contributions to the ERF.  In 
subsequent years, the contribution rate changes only if the actuarial valuation develops a “current total 
obligation rate” which differs from the “prior adjusted total obligation rate” by more than 3.00% (plus or minus). 


As shown in Table 3 (under Section N) and discussed later in this report, the “Current Total Obligation Rate” (Item 
4 in Table 3) exceeds the “prior adjusted total obligation rate” (Item 1 in Table 3) as of December 31, 2018.  This 
means that the “current adjusted total obligation rate” will remain at 36.00% of active member payroll for the fiscal 
year beginning October 1, 2019.  It should be noted that under the contribution corridor methodology, the “current 
adjusted total obligation rate” would have been higher if not for the maximum rate of 36.00% allowed under Chapter 
40A of the Dallas City Code.
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EXPERIENCE DURING PREVIOUS YEARS


An Actuarial (Gain)/Loss Analysis [(G)/L] reviews the effects of the actual experience that differs from the assumed 
experience based on the actual results for the year.  If any difference increases assets or reduces liabilities, we have 
an actuarial gain.  The reverse is an actuarial loss.
 
On a market value return basis, the Fund returned approximately -5.15% (calculated on a dollar-weighted basis, 
net of investment expenses). Given this return, the actual investment income was much lower than the expected 
investment income on the market value of assets; therefore, an investment shortfall occurred. This shortfall is 
recognized this year (1/5) and partially deferred into the near future (4/5). Please see Table 6 for the determination 
of the actuarial value of assets (AVA) and page 47 for a description of the AVA methodology.  As developed on Table 
9A, there was an $89 million loss on the actuarial value of assets as of December 31, 2018.  The rate of return on the 
actuarial value of assets for 2018 was 5.23% (calculated on a dollar-weighted basis, net of investment expenses).  This 
result was less than the investment return assumption of 7.75%.


As developed on Table 8, ERF experienced an overall actuarial loss in calendar year 2018 in the amount of $100.1 
million.  Since there was an $89 million loss on the actuarial value of assets, this implies there was a liability actuarial 
loss of about $11.4 million derived from demographic assumptions and non-investment economic assumptions (cost-
of-living-adjustment).  Please see Table 9B for an analysis of the experience loss by source.


The total (G)/L for the prior 5 years is broken down as follows ($ in millions):


2014 2015 2016 2017 2018
1) Actuarial (Gain)/Loss on Assets ($61.00) $31.24 ($16.41) ($19.85) $88.73 
2) Actuarial (Gain)/Loss on Liabilities (21.97) (26.83) (32.35) (61.02) 11.35 
3) Total Actuarial (Gain) or Loss (1+2) (82.97) 4.41 (48.76) (80.87) 100.08 


The Unfunded Actuarial Accrued Liability (“UAAL”) also increased $22.9 million due to the difference between 
the calculated contribution rate and the actual contributions during 2018.


FUNDED STATUS


The funded status of ERF is measured by the Funded Ratio and the UAAL. The Funded Ratio is the ratio of the 
actuarial value of assets available for benefits to the Actuarial Accrued Liability (“AAL”) of the Fund on the valuation 
date.  Therefore, it reflects the portion of the AAL that is covered by ERF assets.  The UAAL is the difference between 
these two amounts.


A Funded Ratio of 100% means that the funding of ERF is precisely on schedule as of the particular valuation date.  
In addition, an increasing funded ratio from year-to-year may also mean that the funding of ERF is on schedule.  By 
monitoring changes in the Funding Ratio each year, we can determine whether or not funding progress is being made.


Based on the market value of assets, the Funded Ratio of ERF decreased from 82.3% as of December 31, 2017 to 
72.1% as of December 31, 2018.  Based on the actuarial value of assets, the Funded Ratio of ERF decreased from 
82.3% as of December 31, 2017 to 80.0% as of December 31, 2018.  


The UAAL increased from $776.2 million as of December 31, 2017 to $906.7 million as of December 31, 2018.  
Since the UAAL is positive, this implies the actuarial accrued liabilities exceed the actuarial assets of the Fund as of 
December 31, 2018.
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STATISTICAL SECTION
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The Statistical Section provides additional historical perspective, context and detail to assist the reader using the 
information in the financial statements, notes to the financial statements and required supplementary information 
to understand the economic condition of the Plan. The schedules presented contain information on financial trends, 
operations, and additional analytical information on employees’ membership and retirement benefits. The information 
in this section is obtained from CAFRs for relevant years, actuarial reports, and various internal sources.


Schedule of Additions by Source: Presents contributions, investment revenue and contributions as a percent of 
covered payroll for ten years.
Schedule of Deductions by Type: Presents benefit payments, administrative expenses and refunds for ten years.
Schedule of Changes in Net Position: Presents the increase or decrease in net position for ten years.
Schedule of Benefit Expenses by Type: Presents retiree, beneficiary, disability and supplemental benefit expenses 
for ten years.
Average Benefit Payment: Presents the average monthly benefit payment, average final salary, and number of retired 
members based on years of credited service for nine years. An additional year will be displayed as it becomes available.
Retired Members by Type of Benefit: Presents the number or retirees receiving various ranges of monthly benefit 
amounts. The information is further broken out by type of retirement and retirement option selected.
Average Age and Monthly Pension at Retirement: Presents the average age, average monthly pension, and average 
age at retirement based on status (members only, members and survivors, and survivors only).
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SCHEDULE OF DEDUCTIONS BY TYPE
($ in thousands)
          


Year Ending Benefit Payments


Administrative 
and Depreciation 


Expenses Refunds Total Deductions
2008 $156,575 $3,255 $2,742 $162,572
2009 172,493 3,315 4,273 180,081
2010 182,883 3,235 4,476 190,594
2011 195,270 3,492 4,982 203,744
2012 209,097 3,446 4,369 216,912
2013 216,988 3,595 4,405 224,988
2014 225,614 4,150 4,629 234,393
2015 235,106 4,594 4,854 244,554
2016 243,775 5,343 5,864 254,982
2017 253,534 5,951 8,156 267,641
2018 263,981 7,485 8,515 279,981


SCHEDULE OF ADDITIONS BY SOURCE
($ in thousands)       


            


Year Ending
Member 


Contributions
Employer 


Contributions
% of Annual 
Covered P/R


Investment 
Income


Investment 
Professional 


Expenses
Other 


Income
Total 


Increases
2008 $31,839 $22,720 5.8 ($971,001) ($20,926) $1,509 ($919,573)
2009 32,229 25,265 6.7 628,814 (9,637) 345 677,016
2010 31,666 27,323 8.2 409,886 (11,173) 888 458,590
2011 31,748 27,302 8.6 38,580 (14,026) 405 84,009
2012 35,644 30,371 9.6 401,532 (15,854) 429 452,122
2013 41,730 37,823 11.0 509,784 (16,286) 626 573,677
2014 46,536 45,833 12.6 226,670 (18,678) 157 300,518
2015 50,742 50,721 13.2 (35,158) (18,185) 162 48,282
2016 53,436 56,130 13.9 310,730 (15,812) 333 404,817
2017 55,175 58,966 14.4 430,396 (16,886) 207 527,858
2018 56,772 60,924 14.4 (150,098) (17,685) 121 (49,966)
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SCHEDULE OF BENEFIT PAYMENTS BY TYPE
($ in thousands)       
            


Year Ending Retiree Beneficiary Disability Supplement Total
2008 $138,695 $5,959 $3,979 $7,942 $156,575 
2009 150,843 9,340 4,149 8,161 172,493
2010 162,042 7,984 4,322 8,535 182,883
2011 176,028 5,767 4,536 8,939 195,270
2012 187,712 7,561 4,677 9,147 209,097
2013 196,525 6,470 4,656 9,337 216,988
2014 205,172 6,147 4,743 9,552 225,614
2015 214,343 6,101 4,908 9,754 235,106
2016 220,979 7,926 4,884 9,986 243,775
2017 229,843 8,317 5,194 10,180 253,534
2018 240,186 8,276 5,109 10,410 263,981


SCHEDULE OF CHANGES IN NET POSITION
($ in thousands)    


   


Year Ending
Change in Net 


Position
  


2008 ($1,082,145)   
2009 496,835   
2010 267,996   
2011 (119,735)   
2012 235,210   
2013 348,689   
2014 66,125   
2015 (196,277)   
2016 149,835   
2017 260,217   
2018 (329,947)
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AVERAGE BENEFIT PAYMENT
as of December 31, 2018


Retirement Effective Dates Years of Credited Service
0 - 5 5 - 10 10 - 15 15 - 20 20 - 25 25 - 30 30+


Period 01/01/2018 to 12/31/2018
Average monthly benefit  $889.35  $919.37 $1,745.08  $2,169.69 $3,130.09 $4,209.16 $5,731.43 
Average final average salary $3,062.50 $2,801.01 $4,833.83 $3,588.84 $5,116.20 $5,902.89 $6,395.12 
Number of retired members 25 27 42 47 62 61 50
Period 01/01/2017 to 12/31/2017
Average monthly benefit  $395.27  $840.28 $1,456.48  $2,422.33 $3,365.92 $4,441.36 $5,039.49 
Average final average salary $4,260.11 $1,821.11 $3,470.15 $4,985.34 $5,366.59 $6,123.49 $5,798.23 
Number of retired members 12 41 51 44 53 56 37
Period 01/01/2016 to 12/31/2016
Average monthly benefit  $325.38  $762.64 $1,487.94 $2,427.06  $2488.97 $4,170.49 $4,974.11 
Average final average salary $4,28971 $3,561.23 $4,840.13 $5,273.92 $4,942.79 $5,650.83 $5,719.72 
Number of retired members 20 37 40 65 45 50 65
Period 01/01/2015 to 12/31/2015
Average monthly benefit  $144.71  $882.40  $1,36.61 $2,125.58 $3,025.21 $4,105.72 $4,922.06 
Average final average salary $3,346.57 $4,697.46 $4,059.07 $4,581.92 $4,947.81 $5,592.10 $5,691.11 
Number of retired members 4 33 24 50 46 62 57
Period 01/01/2014 to 12/31/2014
Average monthly benefit  $327.07  $643.96 $1,451.21 $1,933.56 $2,948.51 $4,012.32 $5,568.28 
Average final average salary $3,844.96 $3,210.89 $4,108.76 $4,164.61 $4,888.48 $5,444.86 $6,371.13 
Number of retired members 7 42 36 56 45 71 38
Period 01/01/2013 to 12/31/2013
Average monthly benefit  $302.03  $577.63 $1,688.96 $2,012.42 $2,909.37 $3,823.04 $4,639.47 
Average final average salary $3,891.55 $3,100.14 $4,953.89 $4,223.11 $4,763.82 $5,259.98 $5,389.69 
Number of retired members 8 29 33 33 49 62 44
Period 01/01/2012 to 12/31/2012
Average monthly benefit  $325.10  $845.25 $1,590.56 $2,009.64 $2,829.45 $3,963.86 $4,516.58 
Average final average salary $2,932.66 $4,442.19 $4,632.86 $4,117.88 $4,570.14 $5,396.80 $5,268.80 
Number of retired members 12 39 32 26 39 61 32
Period 01/01/2011 to 12/31/2011
Average monthly benefit  $323.02  $787.06 $1,259.41 $2,027.33 $3,098.78 $3,753.60 $4,262.55 
Average final average salary $3,797.67 $3,757.08 $3,701.60  $4,260.84 $5,052.09 $5,105.35 $4,990.11 
Number of retired members 15 33 41 48 58 105 61
Period 01/01/2010 to 12/31/2010
Average monthly benefit  $223.93  $734.08 $1,302.73  $1830.30 $2,995.36 $3,710.91 $4,116.13 
Average final average salary $2,594.83 $3,678.95 $4,364.32  $4,784.05 $4,903.64 $5,039.60 $4,771.62 
Number of retired members 8 36 49 44 70 133 91
Period 01/01/2009 to 12/31/2009
Average monthly benefit  $301.96  $784.21 $1,294.02 $2,149.66 $2,949.94 $3,576.69 $4,305.35 
Average final average salary $3,287.00 $3,605.72 $3,878.74 $4,396.37 $4,788.12 $4,881.66 $4,969.17 
Number of retired members 27 25 36 37 65 110 79
Period 01/01/2008 to 12/31/2008
Average monthly benefit  $256.93  $992.79 $1,160.28  $2,059.59 $2,717.68 $3,490.12 $4,168.44 
Average final average salary $3,816.62  $4,34754 $3,472.80 $4,301.64 $4,446.61 $4,739.25 $4,930.47 
Number of retired members 8 33 26 18 68 73 38


* Data includes disability retirements
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AVERAGE AGE AND MONTHLY PENSION AT RETIREMENT
As of December 31, 2018
             
Status Average Age Average Pension Average Age at Retirement
Members Only 69 $3,286.00 57.03
Members and Survivors 70 $3,076.00 N/A
Survivors Only 74 $1,954.00 N/A


RETIRED MEMBERS BY TYPE OF BENEFIT
As of December 31, 2018


Amount of Monthly


Benefits
Type of Retirement Option Selected


1 2 3 4 5 6 7 #1 #2 #3
$1 $250 52 1 11 16 37


$251 $500 130 1 43 31 1 2 22 83 108
$501 $750 212 5 50 53 4 28 38 154 155
$751 $1,000 242 8 69 35 10 17 23 52 175 166


$1,001 $1,250 223 9 66 25 6 13 15 54 143 154
$1,251 $1,500 226 13 62 13 8 15 5 72 119 159
$1,501 $1,750 236 10 68 15 12 15 6 63 127 172
$1,751 $2,000 236 18 53 12 35 8 5 95 112 135


over $2,000 4,148 136 342 74 10 46 23 1,178 1,948 1,676


Total   5,705 200 754 258 81 119 107 1,585 2,877 2,762


a) Type of Retirement b) Option Selected
1) Normal retirement 1) Joint & 100%-beneficiary receives 100% of 


member’s benefit
2) Early retirement 2) Joint & 50%-beneficiary receives 50% of 


member’s benefit
3) Beneficiary payment, normal or 
early retirement


3) 10 Year Certain-beneficiary receives 
member’s unused benefits


4) Beneficiary payment, service 
connected death
5) Service connected disability 
retirement
6) Non-Service connected disability 
retirement
7) Beneficiary payment, disability 
retirement
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Exhibit B 
BLACKROCK FINANCIAL MANAGEMENT, INC. 


 
for the 


 
Employees’ Retirement Fund of the City of Dallas 


 
 
I. Investment Philosophy 


Active High Yield Fixed Income Management 
 


BlackRock Financial Management, Inc. (Investment Manager) is a bottom-up investor 
utilizing fundamentally driven research to identify value. Security selection seeks to 
identify companies with franchise positions in their industries, separable and liquid 
assets, and stable cash flows. 


 
II. Portfolio Characteristics 


 
A. Permitted Instruments 


Fixed Income Securities rated Ba1 - Caa by Moody’s, BB+ - CCC- by Standard & Poor’s, 
or BB+ - CCC- by Fitch. The investment manager has the discretion to purchase non- 
rated securities that it deems to fall within the credit quality guidelines.  In the event that 
a Portfolio investment is downgraded below or upgraded above these credit quality 
guidelines, the Investment Manager shall notify the Plan and provide an evaluation and a 
plan of action. Manager is allowed to hold up to 2% in aggregate market value of these 
securities. (revised to include Fitch 1/14) 


 
For split-rated bonds the higher rating will prevail. 


 
Bank floating rate securities and other floating rate debt obligations rated B3 or higher by 
Moody’s, B- by S&P, or B- by Fitch. (revised to include Fitch 1/14) 


 
Bridge Securities, whether fixed or floating, with or without a payment in kind feature 
(“Bridge Securities”). (revised 2/08) 


 
Investment Grade Bonds – may be purchased only if the yield equals or exceeds the yield 


of the Citigroup (revised 3/07) BB- High Yield Bond Index. 
 


Payment in Kind Bonds (“PIK) (revised 6/07) 


 
Zero coupon fixed income securities 


 
Rule 144A securities (with and without registration rights) 


 
Securities issued or guaranteed by the US Government, its agencies, and instrumentalities 
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Cash equivalent investments are defined as any security that has an effective duration 
under one year, a weighted average life of less than one year, and a spread duration less 
than one year. Temporary Cash balances may be invested by BlackRock in a money 
market instrument (A1/P1 or better, less than 390 days), in a client and NAIC approved 
commingled 2A-7 Money Market Fund or in a commingled Stable Dollar NAV Fund or 
units of the Master Custodian STIF fund, 


 
Contracts representing forward commitments to purchase securities which comply with 
these guidelines 


 
B. Restricted Instruments 


The manager may not invest in the following securities without prior written approval: 
 


1. Derivatives. 
 


Notwithstanding any other language in BlackRock Financial Management, Inc’s. 
I\investment management agreement with the Employees’ Retirement Fund of the 
City of Dallas effective August 1, 2006 and as thereafter amended, which may relate 
to BlackRock Financial Management, Inc’s investment authority in and use of 
derivatives of any type, the provisions of: 


 
(i) the Employees’ Retirement Fund General Investment Policy, dated December 13, 


2016, at Paragraph G.7 found at Exhibit B-1, and 
 


(ii) the Employees’ Retirement Fund Fixed Income Asset Class Investment Policy, 
found at Exhibit B-2, 


 
as may later be amended, which are both attached hereto and made a part hereof and a 
part of the August 1, 2006 investment management agreement as if fully set forth in 
both, shall control (revised 12/16). 


 
2. Unregistered securities (including any unregistered equity security or warrant or 


option to acquire any such security), except Rule 144A securities (with and without 
registration rights) 


3. Convertible preferred securities or warrants 
4. Securities for which the value of all outstanding securities of the issue is less than 


$100 million at the time of purchase. 
5. Securities of a company for the purpose of acquiring control or management 
6. Securities issued in connection with a highly leveraged transaction involving a 


company which, in the manager’s judgment, is experiencing clear operating difficulty. 
7. Real estate, real estate mortgage loans, except securities secured by real estate or 


interests therein, or issue by companies, including real estate investment trusts, which 
invest in real estate or interests therein 


8. Commodities or commodities contracts 
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9. Units of mutual funds 
10. Securities of foreign issuers, except issues of companies issued in the G7 countries if 


principal and interest are payable in US dollars up to 10% on a market value basis. 
11. Purchase of common stocks, or warrants or options to acquire common stocks, unless 


such common stocks, warrants or options are issued as part of an investment unit the 
major portion of the value of which is attributable, in the manager’s judgment, to 
fixed income securities, provided that such restriction shall not prohibit the 
acquisition of (A) convertible bonds, if, in the manager’s judgment, most of their 
value is attributable to their yield and other fixed income features, or (B) equity 
securities upon conversion of a convertible bond or upon exercise of a warrant or 
option that is part of any such investment unit to the extent that exercise is deemed 
advisable to facilitate sale of the investment. 


 
 
 
 
 
 


C. Other Portfolio Restrictions and Requirements: 
 


Maximum amount of securities rated in all 
CCC+/Caa1/CCC categories and/ or below 
utilizing the higher of split rated securities 
methodology (revised 1/14) 


Index weighting plus five percent; 
(revised 7/11, 1/14) 


Maximum PIK and/or zero coupon securities 10%, based on market value 


Maximum allocation to a single issuer 3%, except government securities. 
(revised 08/19) 


Maximum allocation to a single industry 20%, except government securities 


Minimum amount of non-US treasury bonds 30 securities where no individual 
issuer comprises more than 5% of 
the market value of the portfolio 


Maximum amount of leveraged loans and/or 
floating rate securities 


14% based on market value (revised 
3/08; 08/19) 


 
 


III. General Investment Manager Guidelines and Requirements 
 


A. Investment Manager shall take note of and operate under the “Fixed Income Asset Class 
Policy for the Employees’ Retirement Fund of the City of Dallas”, which specifies the 
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strategic role its portfolio is to fulfill in the overall investment structure of the Fund, a 
copy of which is appended to, and is a part of, these guidelines and objectives. 


 
B. Purchases and sales, security selection, and portfolio implementation of investment 


strategies are delegated to the discretion of the investment manager. 
 


C. The following transactions are prohibited: purchase of non-negotiable securities, short 
sales, stock and bond transactions on margin, straddles, options, leverage, or letter stock. 


D. The use of leverage is prohibited, with the exception of hedging risk when leverage is 
limited to 10% of the market value of the entire portfolio. (revised 08/19) 


 
E. Transactions that involve a broker acting as a "principal" where such broker is also the 


investment manager who is making the transaction is prohibited. 
 


F. Transactions shall be executed at a reasonable cost, taking into consideration prevailing 
market conditions and services and research provided by the executing broker. 


 
G. Each investment manager shall have full responsibility for the exercise of all rights 


appurtenant to any securities under its management, including responsibility to vote 
proxies, except to the extent otherwise directed by the Trustees. Investment managers 
shall maintain records of proxy votes and make them available for inspection upon 
reasonable request. 


 
H. Performance objectives are to be met on a net of fees basis. 


 
I. Any investment or action with respect to an investment not expressly allowed is 


prohibited, unless presented to and approved prospectively by the Employees’ Retirement 
Fund of the City of Dallas Board of Trustees. All guidelines must be adhered to by the 
Investment Manager; however, if from time to time an exception to the guidelines shall 
be deemed appropriate by the Investment Manager, it must seek review and approval by 
the Trustees prior to making such an exception. 


 
J. To perform Investment Manager’s obligations under its contract, Investment Manager 


agrees that should any temporary or permanent change regarding the manager occur, the 
Investment Manager shall notify the Trustees immediately via phone. A letter, detailing 
the circumstances of the change and the possible impact to the portfolio management, 
will be faxed immediately to the Trustees. Changes include, but are not limited to: a) a 
significant change in investment philosophy, b) a loss of one or more key management 
personnel, c) a new portfolio manager on the account, d) a change in ownership structure 
of the firm, or e) any occurrence which might potentially impact the management, 
professionalism, integrity or financial position of the investment manager, f) the entrance 
into any relationship(s) that would result in the compensation for business consulting 
services from any company the securities of which are investments within the client’s 
portfolio or other clients’ portfolios managed by Investment Manager. However, if a 
guideline is violated due to market events, actions, or conditions, the Investment Manager 
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must immediately inform the Administrator to determine a course of action. This course 
of action will be based upon the best judgment recommendation of the manager and the 
Administrator’s discussion with the investment consultant and Trustees.  Correction of 
the violation may be postponed if it is deemed to be in the best interest of the Fund. 


 
K. For purposes of the guidelines, (a) all percentages apply immediately after a purchase or 


initial investment and (b) any subsequent change in any applicable percentage resulting 
from market fluctuations or other changes in total assets does not require immediate 
elimination of any security from the Portfolio. 







6  


 


IV. Performance Objective 
 


Exceed the return of the Citigroup High Yield Cash Pay Capped (revised 6/07) by 1% annually 
net of the base fee over a 3-year period. 


 
 
 
Acknowledged: BlackRock Financial Management, Inc. 


 
 


By:   Date:    
 
 
 


Employees’ Retirement Fund of the City of Dallas 
 
 


By:   Date:    
 
 


Date last revised: September 10, 2019 
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Exhibit B 


BLACKROCK FINANCIAL MANAGEMENT, INC. 


 


for the 


 


Employees’ Retirement Fund of the City of Dallas  


 


 


I. Investment Philosophy 
Active High Yield Fixed Income Management 


  


 BlackRock Financial Management, Inc. (Investment Manager) is a bottom-up investor 


utilizing fundamentally driven research to identify value. Security selection seeks to 


identify companies with franchise positions in their industries, separable and liquid 


assets, and stable cash flows. 


 


II.  Portfolio Characteristics 


 
A. Permitted Instruments 


Fixed Income Securities rated Ba1 - Caa by Moody’s, BB+ - CCC- by Standard & Poor’s, 


or BB+ - CCC- by Fitch.  The investment manager has the discretion to purchase non-


rated securities that it deems to fall within the credit quality guidelines.  In the event that 


a Portfolio investment is downgraded below or upgraded above these credit quality 


guidelines, the Investment Manager shall notify the Plan and provide an evaluation and a 


plan of action.  Manager is allowed to hold up to 2% in aggregate market value of these 


securities. (revised to include Fitch 1/14) 


 


For split-rated bonds the higher rating will prevail. 


 


Bank floating rate securities and other floating rate debt obligations rated B3 or higher by 


Moody’s, B- by S&P, or B- by Fitch. (revised to include Fitch 1/14) 


 


Bridge Securities, whether fixed or floating, with or without a payment in kind feature 


(“Bridge Securities”). (revised 2/08) 


 


Investment Grade Bonds – may be purchased only if the yield equals or exceeds the yield 


of the Citigroup (revised 3/07) BB- High Yield Bond Index.  


 


Payment in Kind Bonds (“PIK) (revised 6/07)  


 


Zero coupon fixed income securities  


 


Rule 144A securities (with and without registration rights) 


 


Securities issued or guaranteed by the US Government, its agencies, and instrumentalities 
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   Cash equivalent investments are defined as any security that has an effective duration 


under one year, a weighted average life of less than one year, and a spread duration less 


than one year. Temporary Cash balances may be invested by BlackRock in a money 


market instrument (A1/P1 or better, less than 390 days), in a client and NAIC approved 


commingled 2A-7 Money Market Fund or in a commingled Stable Dollar NAV Fund or 


units of the Master Custodian STIF fund,  


 


Contracts representing forward commitments to purchase securities which comply with 


these guidelines 


  


B. Restricted Instruments 


The manager may not invest in the following securities without prior written approval: 


 


1. Derivatives. 


 


Notwithstanding any other language in BlackRock Financial Management, Inc’s. 


I\investment management agreement with the Employees’ Retirement Fund of the 


City of Dallas effective August 1, 2006 and as thereafter amended, which may relate 


to BlackRock Financial Management, Inc’s investment authority in and use of 


derivatives of any type, the provisions of: 


 


(i) the Employees’ Retirement Fund General Investment Policy, dated December 13, 


2016, at Paragraph G.7 found at Exhibit B-1, and 


 


(ii) the Employees’ Retirement Fund Fixed Income Asset Class Investment Policy, 


found at Exhibit B-2,  


 


as may later be amended, which are both attached hereto and made a part hereof and a 


part of the August 1, 2006 investment management agreement as if fully set forth in 


both, shall control (revised 12/16).  


 


2. Unregistered securities (including any unregistered equity security or warrant or 


option to acquire any such security), except Rule 144A securities (with and without 


registration rights) 


3. Convertible preferred securities or warrants 


4. Securities for which the value of all outstanding securities of the issue is less than 


$100 million at the time of purchase.  


5. Securities of a company for the purpose of acquiring control or management 


6. Securities issued in connection with a highly leveraged transaction involving a 


company which, in the manager’s judgment, is experiencing clear operating difficulty. 


7. Real estate, real estate mortgage loans, except securities secured by real estate or 


interests therein, or issue by companies, including real estate investment trusts, which 


invest in real estate or interests therein 


8. Commodities or commodities contracts 
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9. Units of mutual funds 


10. Securities of foreign issuers, except issues of companies issued in the G7 countries if 


principal and interest are payable in US dollars up to 10% on a market value basis. 


11. Purchase of common stocks, or warrants or options to acquire common stocks, unless 


such common stocks, warrants or options are issued as part of an investment unit the 


major portion of the value of which is attributable, in the manager’s judgment, to 


fixed income securities, provided that such restriction shall not prohibit the 


acquisition of (A) convertible bonds, if, in the manager’s judgment, most of their 


value is attributable to their yield and other fixed income features, or (B) equity 


securities upon conversion of a convertible bond or upon exercise of a warrant or 


option that is part of any such investment unit to the extent that exercise is deemed 


advisable to facilitate sale of the investment. 


 


 


 


 


 


 


 


C.  Other Portfolio Restrictions and Requirements: 


 


Maximum amount of securities rated in all 


CCC+/Caa1/CCC categories and/ or below 


utilizing the higher of split rated securities 


methodology (revised 1/14) 


Index weighting plus five percent; 
(revised 7/11, 1/14) 


  


Maximum PIK and/or zero coupon securities 10%, based on market value  


  


Maximum allocation to a single issuer 35%, except government securities., 


we never have more than 3% 


maximum in a single issuer (revised 


09/19) 
  


Maximum allocation to a single industry 20%, except government securities 


  


Minimum amount of non-US treasury bonds 30 securities where no individual 


issuer comprises more than 5% of 


the market value of the portfolio 


Maximum amount of Bank Debt  


 


Maximum amount of leveraged loans and/or 


floating rate securities Maximum amount of other 


Floating Rate Securities and Comparable Non-


Rated Floating Rate Securities 


8% based on market value (revised 3/08) 


 


146% based on market value (revised 


3/08; 09/19) 
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III. General Investment Manager Guidelines and Requirements 


 


A. Investment Manager shall take note of and operate under the “Fixed Income Asset Class 


Policy for the Employees’ Retirement Fund of the City of Dallas”, which specifies the 


strategic role its portfolio is to fulfill in the overall investment structure of the Fund, a 


copy of which is appended to, and is a part of, these guidelines and objectives. 


 


B. Purchases and sales, security selection, and portfolio implementation of investment 


strategies are delegated to the discretion of the investment manager.  


 


C. The following transactions are prohibited:  purchase of non-negotiable securities, short 


sales, stock and bond transactions on margin, straddles, options, leverage, or letter stock.  
  


C.D. The use of leverage is prohibited, with the exception of hedging risk when leverage is 


limited to 10% of the market value of the entire portfolio. (revised 09/19) 


 


D.E. Transactions that involve a broker acting as a "principal" where such broker is also the 


investment manager who is making the transaction is prohibited. 


 


E.F. Transactions shall be executed at a reasonable cost, taking into consideration prevailing 


market conditions and services and research provided by the executing broker. 


 


F.G. Each investment manager shall have full responsibility for the exercise of all rights 


appurtenant to any securities under its management, including responsibility to vote 


proxies, except to the extent otherwise directed by the Trustees.  Investment managers 


shall maintain records of proxy votes and make them available for inspection upon 


reasonable request. 


 


G.H. Performance objectives are to be met on a net of fees basis. 


 


H.I. Any investment or action with respect to an investment not expressly allowed is 


prohibited, unless presented to and approved prospectively by the Employees’ Retirement 


Fund of the City of Dallas Board of Trustees.  All guidelines must be adhered to by the 


Investment Manager; however, if from time to time an exception to the guidelines shall 


be deemed appropriate by the Investment Manager, it must seek review and approval by 


the Trustees prior to making such an exception. 


 


I.J. To perform Investment Manager’s obligations under its contract, Investment Manager 


agrees that should any temporary or permanent change regarding the manager occur, the 


Investment Manager shall notify the Trustees immediately via phone.  A letter, detailing 


the circumstances of the change and the possible impact to the portfolio management, 


will be faxed immediately to the Trustees.  Changes include, but are not limited to:  a) a 


significant change in investment philosophy, b) a loss of one or more key management 


personnel, c) a new portfolio manager on the account, d) a change in ownership structure 


of the firm, or e) any occurrence which might potentially impact the management, 


professionalism, integrity or financial position of the investment manager, f) the entrance 
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into any relationship(s) that would result in the compensation for business consulting 


services from any company the securities of which are investments within the client’s 


portfolio or other clients’ portfolios managed by Investment Manager. However, if a 


guideline is violated due to market events, actions, or conditions, the Investment Manager 


must immediately inform the Administrator to determine a course of action.  This course 


of action will be based upon the best judgment recommendation of the manager and the 


Administrator’s discussion with the investment consultant and Trustees.  Correction of 


the violation may be postponed if it is deemed to be in the best interest of the Fund. 


 


J.K. For purposes of the guidelines, (a) all percentages apply immediately after a purchase or 


initial investment and (b) any subsequent change in any applicable percentage resulting 


from market fluctuations or other changes in total assets does not require immediate 


elimination of any security from the Portfolio. 
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IV.  Performance Objective 
 


Exceed the return of the Citigroup High Yield Cash Pay Capped (revised 6/07) by 1% annually 


net of the base fee over a 3-year period. 


 


 


 


Acknowledged: BlackRock Financial Management, Inc. 


 


 


         By: ________________________ Date: __________________ 


   


 


 


 Employees’ Retirement Fund of the City of Dallas 


 


 


 By: ________________________ Date: __________________ 


 


 


Date last revised:  September 10th, 2019 


 


Formatted: Superscript








DISCUSSION SHEET 


Employees’ Retirement Fund 
Board of Trustees Meeting 


 
Tuesday, September 10th, 2019 


 
 


Issue: BlackRock Financial Management Guideline Change 


Attachments: Redlined BlackRock High Yield Fixed Income Guidelines 


Discussion: BlackRock has requested clarification around the 
maximum allocation to a single issuer. The maximum 
allocation to a single issuer is 3%. 


 
Additionally, BlackRock has requested two changes in 
Manager guidelines: 
1) To invest in bank loans and other floating rate securities 


up to a maximum of 14% of the market value of the 
portfolio. 


2) To add a 10% of the market value of the portfolio limit 
for derivatives to mitigate risk within the portfolio. 


 
 


Recommendation:  Suggested motion for the approval is as follows: Move to 
approve the requested Manager guideline changes as 
noted and authorize the Board Chair to sign. 








   DISCUSSION SHEET 
 


Employees’ Retirement Fund 
Board of Trustees Meeting 


 
 


September 10, 2019 
 
 
 
 
Issue: Wilshire Consulting Contract Extension 
 
 
Attachments: Wilshire Contract Amendment 
 
 
Discussion: The Wilshire contract signed on September 1, 2015 is 


effective for three years with two one-year extensions.  
Staff recommends approval of the second one-year 
extension beginning September 1, 2019 ending August 31, 
2020. 


 
 
Recommendation: Suggested motion for the approval is as follows:            


Move to approve the contract extension and authorize the 
Board Chair to sign. 








AMENDMENT NUMBER 2 
to the 


INVESTMENT CONSULTANT AGREEMENT 
between 


EMPLOYEES’ RETIREMENT FUND OF THE CITY OF DALLAS 
and 


WILSHIRE ASSOCIATES INCORPORATED 
 
THE STATE OF TEXAS )  
    ) 
COUNTY OF DALLAS ) 
 
This Amendment Number 2 (the "Second Amendment") to Investment Consultant Agreement 
of September 1, 2015, as amended (the "Agreement"), is made and entered into effective the 
tenth day of September, 2019 by and between the EMPLOYEES' RETIREMENT FUND OF 
THE CITY OF DALLAS (the "Fund") and WILSHIRE ASSOCIATES INCORPORATED 
("Wilshire"). 


 
WITNESSETH THAT  


 
WHEREAS, the Fund and Wilshire entered into the Agreement;  
 
WHEREAS, the Agreement provided for an initial period of three years, with the Fund having 
the right to two one-year extensions at a mutually agreeable fee; 
 
WHEREAS, the Fund and Wilshire entered into that certain Amendment to the Agreement 
dated as of March 1, 2019 with an effective date of September 1, 2018, pursuant to which the 
Fund and Wilshire agreed to extend the term of the Agreement for one additional year, ending 
on September 1, 2019; 
 
WHEREAS, at their meeting on August 16, 2019 Wilshire and the Fund agreed to extend the 
Agreement through August 31, 2020 as provided in Section 6(b) of the Agreement; 
 
NOW, THEREFORE, in consideration of the promises and the covenants set forth herein and 
other good and valuable consideration, the Fund and Wilshire do hereby agree that: 
 
1. Pursuant to Section 6(b) of the Agreement, the Fund and Wilshire agree to extend the 
term of the Agreement through August 31, 2020. 
 
2. Exhibit B Fees of the Agreement is modified as follows: 
 


The following language is deleted: 
 


Year 5 September 1, 2020 to August 31, 2021 $ 370,000 
 


The following language is inserted: 
 


Year 5 September 1, 2019 to August 31, 2020 $ 370,000 
 







3. All provisions of the Agreement not inconsistent with this Second Amendment shall            
remain in full force and effect. 
 
 
APPROVED AS TO FORM      EMPLOYEES’ RETIREMENT FUND 
Rafael Stone     OF THE CITY OF DALLAS 
Foster Pepper 
 
By _____________________   _________________________________ 


    John D. Jenkins, Chair Board of Trustees 
 
 
      WILSHIRE ASSOCIATES INCORPORATED  
 
      By ______________________________ 
 
      Title _____________________________ 








DISCUSSION SHEET 
 


Employees’ Retirement Fund 
Board of Trustees Meeting 


 
 


September 10, 2019 
 
 
Issue: Investment Consultant    
 
Attachment: None  
 
Discussion: In 2015, the Board selected Wilshire Associates, Inc. as the 


general investment consultant for the Fund and signed a 
three-year contract with two one year extensions which 
expires on September 1, 2020.  Staff recommends the Board 
launch an RFP for an investment consultant.   


 
The proposed minimum qualifications are the following: 


 
• Must be an operational investment consulting business for a 


minimum of five years 
• A minimum of three public pension clients, one must have 


assets under management of $1 billion or more 
• Consulting firm can dedicate a minimum of two 


consultants to ERF account 
• Access to comprehensive investment manager database/ 


information systems 
• And must have knowledge and expertise in alternative 


investments 
     
 List of Consultants to Receive RFP: 
 


1. Asset Consulting Group 
2. Cambridge Associates 
3. CRA Rogers Casey 
4. Dimeo Schneider 
5. Ennis Knupp & Associates 
6. Fund Evaluation Group 
7. Marquette Associates 
8. Meketa Investment Group (acquired PCA) 
9. NEPC 


10. Pavilion Advisory Group (Mercer) 
11. RVK 
12. Wilshire Consulting 







 
 
   


Proposed timeline: 
 
RFP Issued by ERF 


 
September 13th  


 
Proposal responses due 


   
October 11th  


  
Short list for due diligence 
submitted to ERF Board for 
approval 


November 12th  
 
 


 
Due diligence completed 


 
November/ December 2019 
(may go in to January 
depending on scheduling) 


 
List of finalists submitted to the 
Board for approval 


 
December 10th/ January 8th  


 
Final presentation to the Board 
with selection made 


 
January 8th/ February 12th, 2020 


 
  
 
Recommendation: Permit staff to begin the Request for Proposal (RFP) process 


for investment consulting services. Suggested language: 
Motion to approve general consultant RFP issuance.   


 
   





		September 10, 2019

		September 10, 2019






DISCUSSION SHEET 
 


Employees’ Retirement Fund 
Board of Trustees Meeting 


 
September 10, 2019 


 
 


Issue: Amendment Number 8 to the STP Investment Services LLC 
(STP) Amended and Restated Agreement dated September 
30, 2009 to extend the term of the agreement for the period 
October 1, 2019 through September 30, 2022 – Not to 
exceed $56,000 annually 


 
Attachment:  Proposed Amendment Number 8 
 
Discussion: STP Investment Services (STP) is a capital markets focused 


service organization specializing in middle and back office 
investment operations outsourcing, fund services, reporting 
& data management, global development/support and 
innovative software solutions for investment management 
firms. Located in Pennsylvania, The STP team is comprised 
of over 130+ employees and service global assets in excess 
of $125 billion. 


 
STP provides third party accounting services for Dallas ERF 
that include centralized accounting control and monthly 
reconciliation with ERF’s custodian, Northern Trust. STP 
also provides investment activity information to ERF. 
Annually, STP provides several reports used by ERF’s 
accounting department and external auditor, Grant Thornton.  


 
STP has agreed to extend the contract for three years from 
October 1, 2019 to September 30, 2022 for an annual fee of 
$56,000.  
 
 


Recommendation: Approve the proposed Amendment Number 8 and authorize 
the Board Chair to sign. 





		September 10, 2019

		September 10, 2019
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CONTRACT AMENDMENT NUMBER 8 
TO THE AMENDED AND RESTATED AGREEMENT 


DATED SEPTEMBER 30, 2009 
 


THE STATE OF TEXAS   ) 
     ) 
COUNTY OF DALLAS  ) 
 
WHEREAS, effective September 13, 2016, the Board of Trustees of the Employees' Retirement 
Fund of the City of Dallas (hereinafter referred to as the “Fund”) authorized the extension of that 
certain Amended and Restated Agreement dated September 30, 2009 (which agreement was 
originally effective as of October 1, 1991 and, as amended and/or restated from time to time, is 
hereinafter referred to as the “Agreement”) by and between the Fund and Financial Control 
Systems, Incorporated (hereinafter referred to as “FCS”); 


WHEREAS, effective as of October 31, 2016, FCS sold substantially all of its assets to STP 
Investment Services, LLC (hereinafter referred to as “STP”) and, in connection with such sale, 
assigned all of its rights, title and interest in and to the Agreement to STP, and STP assumed all 
of FCS’s duties and obligations thereunder; and 


WHEREAS, FCS delivered notice to the Fund of, and the Fund acknowledged and agreed to, 
such assignment and assumption pursuant to that certain contract assignment letter dated 
October 25, 2016. 


NOW, THEREFORE, as of 11:59 p.m. on September ____, 2019, Section 14 of the contract 
between the Fund and STP (as successor to FCS), is deleted and replaced with the following: 


Section 14. 


The reports to be filed by STP (as successor to FCS) shall be for transactions and 
events occurring from October 1, 1991 through September 30, 1994 and thereafter on a 
month-to-month basis. From October 1, 1994 through the termination of the Agreement, 
fees payable to STP (as successor to FCS) shall be the appropriate pro rata amount 
calculated under Section 13 of this Agreement. The fee for this period is $56,000 
annually. 


After October 1, 1994 each party has the right to terminate the Agreement by giving 
written notice to the other, with the termination to be effective as of the last day of the 
calendar month next succeeding the date of the notice, with the report for the last 
covered month to be delivered on or about 30 days after termination of this Agreement. 
If not extended or terminated by the parties, this Agreement will expire with the reporting 
of transactions and events occurring on September 30, 2022. 


[signature page follows] 
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APPROVED AS TO FORM:  
 
 
 
By:      


Name:      


Title:      


 


 


 


 


 


 
 
 


EMPLOYEES' RETIREMENT FUND OF 
THE CITY OF DALLAS 
 
 
By:      


Name:      


Title:      


 
 
 
STP INVESTMENT SERVICES, LLC 


By:      


Name:      


Title:      


Date:     


 





